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TRAINS THAT TALK ON THE RUN 


by Induction Telephone! 
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FUNCTION OF 
THE TRAIN TELEPHONE 


The train telephone is not intended to 
replace established methods of conveying 
instructions to trains. Rather, it becomes 
an auxiliary to established signaling, com- 
munications and safety devices, making 
them more effective by giving all who are 
involved in train operation more thorough 
and quicker information as to what is 
happening on the line. 


Main Line Divisions of P.R.R. have long 
been equipped with every proved device 
for safety, signaling and communication. 
Included are automatic block signals, sig- 
nals in the locomotive cabs, interlocking 
plants, power-operated and _ electrically- 
locked switches, dragging equipment 
detectors, slide protection fences, universal 
track circuits, telephones at signals, 
switches and strategic locations, teletype- 
writer networks, facsimile apparatus for 
transmission of train orders, and centralized 
trafic control 
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TRAIN TO 
TRAIN 





ENGINE TO 
CABOOSE 


P.R.R. Orders Million Dollar Installation for two 
Main Line Divisions ... Harrisburg to Pittsburgh 


Instantaneous and continuous tele- 
phone communication between mov- 
ing trains and wayside towers, between 
engine and caboose, between train 
and train is now a reality . . . thoroughly 
tested and proved. Soon it will be a 
fact on two of the busiest divisions of 
the Pennsylvania Railroad. 


This great advance in railroading has 
been in experimental operation on a 
branch of the Pennsylvania Rail- 
road for two years...not only to 
find possible improvements, but to 


learn the best ways of applying it 
more widely. 


The induction telephone is one of 
the many far-reaching improvements 
brought about by the Pennsylvania 
Railroad’s never-ending search for 
new things and better ways. It is 
tangible evidence of the spirit of to- 
morrow that today is at work in 
railroading . . . perfecting and apply- 
ing ideas and inventions that ordi- 
narily would be considered as 
belonging to the distant future. 


PENNSYLVANIA RAILROAD 


Serving the Nation 


% 49,625 entered the Armed Forces 


tx 408 have given their lives for their Country 
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DIVIDEND NOTICE 





CHRYSLER 


DODGE 








NOW MAKING WAR PRODUCTS 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the out- 
standing common stock, payable 
December 14, 1944, to stockholders 
of record at the close of business 
November 18, 1944. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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FOR ABOUT $5,000 
You Can Buy 
$8,000 y.°. of Bonds 
Legal fer Savings Banks or Trust Funds 
Paying $310 Annually 
Yield over 6% 

WRITE FOR INFORMATION 


Security Adjustment Corp. 


16 Ceurt St., B’kiyn 2, New York TR 5-5004 

















52 STOCKS 
tor Early Peace Protits 


Plus UNITED’S new Postwar Forecast 
““WHAT TO EXPECT WHEN GERMAN WAR ENDS”’ 
In bound booklet illustrated with charts 
Send $1 now for Report MW-29 


UNITED BUSINESS SERVICE 
210 Newbury St, Boston l6, Mass.. 














New Book on Using Stock Charts 
“SELECTING THE RIGHT STOCK” 


Detailed Studies, profusely illustrated with long term 
charts, show how individual stocks move in Sequence 
rather than together and clearly explain principles of 
market action for Selecting the Right Stock for the next 
big swing. Price $5.00. 
CHARTISTS LIBRARY, 838 So. La. Brea Ave. 
Los Angeles 36, Calif. 











ART CREDIT 
On page 66 of the October 28 issue of THE 
MAGAZINE OF WALL STREET an un- 























B. C. 4, England. credited illustration was used. This illustra- 
tion should have been credited to THE 
Cable Address—Tickerpub. DICTOGRAPH SALES CORP., makers of 
Dictograph Interior Communications Systems 
& Acousticon Hearing Aids. 
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Never Underestimate the Power of a Woman! 





42% more women were employed by the 
automotive industries in 1940 than in 1930. 
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The Trend of Events 


BRAKES APPLIED AGAIN .. . Once more the brakes 
are being applied on reconversion progress and even 
reconversion planning is being frowned upon, as wit- 
ness recent cancellation of post-war planning confer- 
ences scheduled by General Electric for public utility 
executives in New York and Chicago. Cancellation was 
at the request of the Army and Navy departments which 
feared such planning might be misunderstood and taken 
to mean that needs of production are declining. WPB 
likewise lets it be known that it is greatly worried about 
the progress of some production programs, mainly for 
manpower reasons. As a consequence, that agency is 
turning an increasingly cold shoulder to requests for 
reconversion even under the spot authorization pro- 
gram. Despite the latter’s unspectacular showing, there 
is now talk of an outright moratorium on conversion to 
civilian production in an attempt to check the rising 
impression that the worst of the war is over, and to keep 
workers on essential jobs. 

Under the circumstances, it can be said that recon- 
version has virtually come to a halt and is now in a wait- 
ing stage with little progress even in plant-by-plant 
shifts as originally envisaged under the spot authoriza- 
tion program. ‘True, a growing number of plants have 
lately reconverted under the latter but these are small 
units and even in the aggregate of little economic sig- 
nificance. Altogether, applications of about 1,278 such 
plants have been approved with an aggregate production 


potential of some $200 million, small potatoes indeed 
when compared with total essential civilian output. 

The need for continued all-out war production is 
constantly stressed in the highest quarters, implying be- 
lief that no early relaxation of military requirements is 
in sight. WPB chairman Krug has declared that the 
“heat” must be kept on for another three or four 
months. We must of course accept the word of these 
quarters when they insist that military needs as deter- 
mined by the war outlook necessitate slowing or post- 
ponement of whatever reconversion activity—preparatory 
and actual—has been going on. There is, also, justifica- 
tion for their complaint that the publicity given to cut- 
backs and spot authorizations has been. tending to do 
away with the feeling that there is still a job—a big job 
—to be done. War workers have been leaving war plants 
to find “peace jobs,” war agency personnel is restive 
with many leaving for private employment. If, under 
the circumstances, it is thought advisable to de-emphasize 
reconversion and stress instead the need for continued 
all-out production effort, no one will question this de. 
cision. 

However, there is another angle to it. The actual 
record of war production during the third quarter shows 
no relaxation whatever of industry’s output. Rather, 
WPB reports substantially increased production of types 
of equipment and supplies needed in greater volume for 
present and projected operations. In other words, there 
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has been no lessening of industry’s pre-occupation with 
war production, hence no basis for fears that post-war 
planning diverts attention from essential war work. In- 
dustry is doing its job, and doing it well. It should be 
permitted to look and plan ahead so long as this does 
not interfere with its war task. 

Manpower of course is at the bottom of the trouble 
and there have been numerous complaints of vitally 
needed manpower being wasted on the production of 
materials which are in heavy surplus, with concurrent 
pinches in supplies which prove suddenly necessary. 
Stricter inventory control might offer a solution, as 
might more efficient technical planning. Lacking both in 
certain fields, emergencies have no doubt arisen causing 
official counteraction to the widespread “cut-back 
consciousness” prevalent in recent months. But such 
emergencies, it appears, are limited to specific programs 
and cover a relatively small percentage of total output, 
just as manpower shortages are restricted in area as well 
as numbers. 

Thus it is difficult to say to what extent official de- 
emphasis of reconversion is psychological. While the war 
must continue as our number one job, it would never- 
theless be deplorable if vital reconversion planning—in 
no way affecting the war effort—were interdicted or im- 
peded merely to obtain results which could readily be 
had by resort to appropriate measures along other lines. 


TRIPARTITE RUBBER PACT... . According to press 
reports, the United States, Great Britain and the Nether- 
lands have reached agreements providing for joint ac- 
tion in rehabilitation of rubber plantations throughout 
the South Pacific area and their immediate re-opening as 
they are liberated from Japanese domination. Under the 
agreements, technicians and equipment to be used in 
reclaiming and restoring to full production plantations 
throughout these areas—which together produce 97% of 
the world’s natural rubber—have already been  dis- 
patched. 

Immediate objective is to augment as speedily as _pos- 
sible United Nations supplies of natural rubber, es- 
sential to production of many types of military tires and 
equipment. The agreements thus constitute a military 
measure in the first instance but merit further attention 
as a forerunner of a post-war rubber pact and in respect 
to their possible effect on the future of our synthetic rub- 
ber industry. 

At present, our synthetic rubber cannot compete, price- 
wise, with natural rubber though it is said that such 
competition will become feasible within a foreseeable 
period, once cheap butadiene is available in volume as 
high-octane aviation gasoline output is reduced. 

Availability of natural rubber from the South Pacific 
will of course depend on the speed and course of our 
campaign in that part of the world. At the present rate 
of progress, with the Malay States already in danger ol 
being cut off from Japan, it is well within the realm ol 
possibility that rubber could begin moving to our shores 
within half a year. 

With any substantial realization of Malay rubber be- 
fore the final defeat of Japan, we would be faced with 
two alternatives: Either to raise present subsidies on 
synthetic rubber production until the war is over or 
else to come to definite agreements with other countries 
regarding distribution of natural rubber supplies. The 
latter may well be the course we shall decide upon. Mean- 


while, the present arrangements have appreciably brought 
nearer the day when we must make up our minds about 
the future of our war-born synthetic industry. 


DOUBLE-TAXED DIVIDENDS . . . There appears to be 
growing support for proposals to eliminate or at least 
mitigate the double taxation of corporate income which 
is distributed in dividends. On grounds of common 
fairness to equity investors, this reform is long over- 
due. It is desirable also if we wish to encourage equity 
financing instead of debt financing, which is now given 
preferential tax treatment. However, dividends even 
now are above $4,000,000,000 a year and in many years 
have been larger, so that even partial relief from double 
taxation would involve a material deduction from Treas- 
ury revenue. For that reason the proposal hardly will 
escape opposition, and it may be open to question how 
soon favorable action by Congress could be had. 

Nevertheless, there is reasonable hope that something 
eventually will be done. There are two alternatives. 
One would be to grant stockholders a tax exemption on 
dividend income up to the amount of tax paid by the 
corporation on such income. Thus, at a 40 per cent 
normal and surtax rate for corporation, the dividend 
recipient would be liable only to surtax rates above 40 
per cent on such income. The alternative, and more 
likely, method is the British system of exempting from 
normal corporate tax that portion of profit which is 
paid in dividends. 

The latter reform would increase reported net earn- 
ings substantially and encourage more liberal dividends. 
It could have a considerable effect upon stock prices. The 
greatest benefits would be experienced by stockholders in 
companies which normally distribute a high percentage 
of earnings, for instance utilities or “stable income” con- 
sumption goods companies such as dairy products, to- 
bacco, etc. The smaller the dividends in ratio to earn- 
ings—as with many railroads or “prince and pauper” 
heavy industry companies—the less would be the gain 
for shareholders. 


RISING COSTS ... In a sizable number of instances 
one notes recent earnings reports which show a decline 
from a year ago in net profit, although volume of sales 
has been larger and tax accrual has been lower. Where 
this is so, there is only one answer. Taxes can be lower 
than a year ago only if taxables income is less than a 
year ago. If pre-tax earnings, despite larger gross, are 
less than a year ago, that could be so only because oper- 
ating costs have increased. In many companies there is 
an upward trend of production costs, often more or less 
concealed by the “tax cushions.” [t can be spotted most 
readily by comparing ratio of operating, or pre-tax, profit 
to sales with that of a year ago. 

A case in point is the huge United States Steel Com 
pany. For the g months ended Sept. go sales were up 
by $89.1 million but payroll was up by $26.7 million and 
cost of materials bought by $61.4 millions or a total of 
$88.1 millions. After reserves, and despite tax accrual 
$5.5 millions less than a year ago, net profit was lowe! 
by 2 per cent. For the September quarter alone, sales 
were down by 1.3 per cent from a year ago, but re- 
ported net profit was 11.7 per cent lower. In view of this 
showing, it requires no prophetical gift to foresee what 
the proposed upping of steel wages would do to industry 
net, unless offset at least in part by higher prices. 
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The crisis in Sino-American relations which led to 
' the recall of General Stilwell has been brewing for a 
} long time. When it finally came to a head, it hardly 
; came as much of a surprise. To those who closely ob- 
P served the gathering storm clouds, there was nothing 
| abrupt about it. It was merely the culmination of long- 
}standing disagreement. As such, it seems to have 
‘brought with it a new shaping of the whole American 
policy in East Asia. 

Back of the crisis was a paradoxical situation. There 
was General Stilwell’s constant urge that Chiang Kai- 
Shek with our aid create an army capable of standing 
up against the Japanese, and use that army. And on the 
other hand, there was the corruption and inefficiency of 
the Kuomintang regime obstructing this aim and the 
regime’s pre-occupation with their communist rivals 
rather than with the fight against the common enemy, 
Japan. 

As a result, relations between the strong-willed Gen- 
eralissimo and outspoken General Stilwell deteriorated 
rapidly, and all the time, 
China has been on_ the 
verge of falling apart. It 
was a dangerous and com- 
/plex situation, and the 
enemy profited from _ it. 
Something had to be done, 
not only to maintain China 
'as a factor in the war but 
'to ‘prevent its complete 
collapse. Exactly what was 
done is still hidden under 
a heavy veil of censorship, 
and conflicting press re- 
ports probably do not give 
a full picture. 

But some things stand 
out clearly. Demand appar- 
ently was made upon Chi- 
ang for reorganization and 
/broadening of his regime % 
and for solid commitments 
lor increased cooperation 
in the war against Japan. 
he recall of General Stil- 
well, the resignation of 
ambassador Gauss and other personnel changes must be 
viewed as face-saving gestures designed to prevent any 
undermining of Chiang’s prestige in his own country 
and elsewhere in Asia where “face” means so much. 

Well, it was a situation badly in need of “lancing” 
and that, perhaps, is the best description of what has 
occurred. The disease has been diagnosed, long and 
carefully, whereupon something was done to relieve it. 

There has been a crisis, to be sure, and it may not be 
wholly resolved by action thus far taken, but to con- 
clude—as some are prone to do—that what occurred is 
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THE CRISIS IN CHINA 





This typifies China, her wealth and her poverty. Human 
resources are her greatest asset. 


BY ROBERT GUISE 


ipso facto confirmation of the failure of our Chinese 
policy would seem to reveal an amazing lack olf 
perspective. 

Oriental diplomacy has always been involved and 
somewhat mysterious; doubly so in the case of China, 
ravaged, enfeebled and torn by years of strife and war. 
Tio us, it was a question of making the best of a de- 
cidedly bad situation. For two years after Pearl Harbor, 
we were not in a position to do much to help China in 
her struggle against the Japanese invader; even today, 
our aid unfortunately is still far short of what we would 
like to ship. Meanwhile China’s inner situation grew 
from bad to worse, rampant disorganization and corrup- 
tion hamstrung her limited war effort, and Chiang‘s 
stubborn refusal to institute reforms and deal with his 
communist rivals in the interest of unity did nothing to 
relieve the critical situation. 

China for some time has been in a bad state of dis- 
order which menaces both her own interests and ours. 
Yet we must not forget that Chiang Kai-Shek, despite his 
faults and the errors and 
faults of those surrounding 
him, can still command the 
allegiance of the Chinese 
people. For that reason 
alone it would have been 
impolitic to proceed along 
lines that would have 
estranged him. Obviously, 
we chose the wiser course. 

Just what effects the cur- 
rent crisis will have upon 
Far Eastern war strategy is 
of course difficult to say. 
From the pattern of events 
it appears that Chiang’s 
longstanding fear of rivals 
and of foreign domination, 
both communistic and 
otherwise, may continue to 
motivate his policies. Much 
precious time has been lost 
through the disagreements 
and it must be admitted 
that American hope of 
close and harmonious rela 
tionship with the Chinese Central Government has been 
greatly shaken. 

Clearly, the crisis and its handling has lett scars on 
both sides and above all has done nothing to strengthen 
China overnight. Weakness is still that country’s main 
characteristic, militarily, economically, politically. It ts 
something that cannot be speedily cured. 

The Chinese stand, the difficulties of the Burma sup 
ply route, and above all the splendid progress of ow 
own campaign against Japan may well bring a change 


(Continued on page 160) 
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The Market Pattern Ahead 


The election leaves us with the same war economy and with the 


same prospect of considerable deflation after defeat of Germany. 


We believe it prudent to hold substantial buying power in reserve and 


to limit purchases to selected issues in periods of coming reaction. 


St A. SY. 


The fate of the nation and the outlook tor business 
have never depended anywhere near as much upon the 
outcome of Presidential elections as many people 
imagine during the heat of the campaign. 

Where there have been sustained stock market ad- 
vances after national elections, this was but continua- 
tion of a pre-election trend founded on bullish financial- 
economic factors. When there has been an important 
market decline after an election, it has been due 
primarily to non-political considerations. 

At times there have been vigorous bullish “flurries” 
right after election and having a “psychological” rela- 
tion to the election outcome. One example of this was 
1940 when the prevailing technical setting and misguided 
emphasis on “inflation” brought a brief upthrust fol- 
lowing the third term election of Mr. Roosevelt. The 
most classical example was the defeat of Bryan, the Free 
Silver candidate, in 1896. The market had risen sharply 
for a month before the election, and ihe bullish celebra- 
tion after the election lasted just two days. Both on the 
record and on common sense grounds, if there are brisk, 
large-volume changes in the averages immediately after 
election, their significance and continuation should be 
regarded skeptically. 

There is no convincing evidence that the 1944 Presi- 
dential campaign was an influential market factor one 
way or the other. There has been a selective rise from 
April to July, when politics was not at all prominent 
in the public mind. Since July the averages—with the 
exception of utilities—merely backed and filled in a 
fairly narrow trading range marked by the intra-day 
limits of 150.88 and 142.53 in the Dow industrial aver- 
age, and 42.95 and 38.58 in the rail average. Though 
this was the period of increasing attention to the Presi- 
dential race, it is improbable that that fact caused the 
market stalemate. More weighty reasons were: (1) in- 
vestment-speculative uncertainty as to the duration of 
the war and the market implications of the coming “re- 
conversion deflation,” and (2), in the case of a majority 
uf stocks, the apparent disinclination of buyers to reach 
for them at prices near the recovery highs and especially 
far advanced from the lows in typical speculative issues. 

The utility average has been in a “creeping” bull mar- 
ket, reaching a recovery high of 26.16 on October 18. It 
is pessible that election hopes had something to do with 
this, but how much so is decidedly questionable. There 
are many utilities of good investment status, offering 
reasonably satisfactory yields. That the pressure of idle 
funds seeking employment should have put the utility 
average higher is no more surprising—or “political”— 
than that the same pressure has carried many preferred 
stocks and bonds to new highs. 

Regardless of the election, the fundamental fact is 
that we shall have much the same war economy as we 
have had heretofore until after the defeat of Germany; 
and that we shall have thereafter « dual war-peace 
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economy in which aggregate production will declineg 


substantially as war output is cut sharply and there i 


the beginning of reconversion in the consumers’ durable 


goods industries. ae 
It is obvious that in the consensus of opinion which 


the stock market has been reflecting for a good manf 


weeks, the favorable and unfavorable factors in the ap 
parent prospect have been in fairly close balance. Other 


wise, there would have been a more pronouncd trend} 


in the averages rather than trading range fluctuation 
Though sometimes protracted, such periods of inde 
cision are nevertheless always temporary. In due course 
investment-speculative sentiment wiil shift to a mor 
positive conviction—hopeful or pessimistic—than has re 
cently existed. It is not humanly possible—though one 
can have opinions—to be sure as to when it will com 
and what direction it will take. 

It is easy to sum up the pros and cons. Bullish analyst 
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emphasize the large volume of investible tunds; the 
}probability of an extended post-war period of good 
business activity; the expectation of tax reduction; the 
low level of margin speculation; the paucity of new 
stocks available; the generally satisfactory level of cor- 
porate earnings; the still wide spread between stock 
yields and yields on good bonds; the tax cushions as a 
‘sustaining influence for corporate earnings during the 
Hreconversion period; the belief that the Government, 
sand especially Congress, will be adequately conservative 
‘in its future economic philosophy; the contention that 
‘the market—or at least most good quality stocks—is not 
jhistorically high. To this is added the argument that 
investors and speculators have been psychologically dis- 
counting the post-Hitler deflation period for over a year 
sand hence that the market is no Jonger vulnerable on 
this score. 

On the other side the following may be listed: Produc- 
tion has already declined substantially from the high; 
more individual earnings reports show declines for the 
g months and for the September quarter than show in- 
creases; a few of the earnings reports reveal major de- 
dines, illustrating that despite the tax cushions, many 
companies can be vulnerable to serious profit shrinkage 
when volume becomes much less favorable after German 
defeat; in distinction to the Dow industrial average, 
made up of a small number of prominent stocks, more 
speculative stocks—and especially former low-price issues 
of marginal companies—are at boom-time levels not seen 
‘ince 1937; tax reduction probably is further off and of 
maller scope than wishful thinking is allowing for; it 
is very doubtful—however much investors have been 
thinking about the reconversion period—that the market 
really immune to the coming shrinkage in earnings. 

On the whole, it seems to the writer that the favorable 
lactors—especially with reference to timing—are some- 
what more negative than the factors cited as making for 
‘cautious view of near-term and intermediate term prob- 
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abilities. The most positive bullish arguments—post-war 
prosperity and tax reduction—are necessarily somewhat 
long range and therefore with the conjectural aspect that 
all long-range expectations must have. On the other 
hand, the matter of considerable deflation in production, 
employment and corporate earnings during the early 
months after V-E Day is not conjectural and not very dis- 
tant—at least it is much closer in point of time than the 
much discussed consumer goods and export trade “‘catch- 
ing up boom.” 

Where recent earnings reports have been exceptionally 
good, response of individual stocks has been either very 
mild or negative—though in such instances stocks are 
nearer their highs and further from the lows than where 
reports are strikingly poor. Examples are Atlantic Re- 
fining, Mengel Company, National Distillers, Houston 
Oil, Continental Can, Colorado Fuel & Iron, Decca 
Records, Barber Asphalt, Blaw-Knox. On the other hand 
consider the following percentage declines in g month 
profits: Walworth, 31%; Continental-Diamond Fiber, 
36%; Master Electric, 61%; American Rolling Mill, 52%; 
General Refractories, 70%. Against substantial profits a 
year ago, Follansbee Steel had a deficit for the g months; 
so did Symington Gould and National Auto Fiber— 
three “marginal” situations—while General Refractories 
and Eastern Stainless Steel had deficits for the September 
quarter. While none of these stocks has “fallen out of 
bed,” inspection of their price ranges shows that poor 
earnings have not been ignored. We cite these as ex- 
amples of what can happen to earnings despite the tax 
cushions. It is a thought to keep in mind as one contem- 
plates the reconversion phase. 

We are near the period of tax selling, which often has 
produced more or less decline from some point in No- 
vember to mid or late December. It, of course, cannot be 
guaranteed and might come from a somewhat higher 
average level than has recently prevailed. We think the 
prudent objective should be (Continued on page 160) 
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$100 BILLION WAR SURPLUSES 
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lx legislation for the “unwinding” of the war economy 
Congress did a workmanlike job, justifiably praised in 
all quarters in every respect save one: the matter of sur- 
plus disposal. It stumbled badly here, all snarled up in 
politics; and, despite the law, the fact is that detailed 
policy is yet to be formulated by the new Surplus Prop- 
erty Board within a loose framework of Congressional 
directives which promise both to slow the job of disposal 
and keep it enmeshed with politics. 

This is very unfortunate, to say the least, for in sur- 
plus disposal policy there is more political dynamite and 
—at least potentially—more economic dynamite than in 
almost any other aspect of demobilization. Particularly 
in the matter of plant disposal, there are sharp clashes of 
regional economic interest which threaten to produce 
decisions on a political log-rolling basis. There is an 
anti-trust angle; an angle of little business versus big 
business; an angle of veterans versus other classes of 
individuals. 

Through the manipulation of surplus disposal policy 
it will be readily possible to alter drastically the future 
development patterns of a number of basic industries. 
It will be possible to foster—if not wet-nurse—the indus- 
trial aggrandizement of the Far West and South at some 
expense to the industrial East and Mid-West. It will be 
possible even to have political operation of some of the 
Federal plants in “yardstick” competition with private 
industry. 

Let it be emphasized that the writer merely cites these 
things as possibilities, not at all as prophesies. The point 
is that Congress has enacted a surplus disposal law with 
a number of strings tied to it, and it will keep hold of 
these strings. For instance, any disposal deal in the case 
of plants costing over $5,000,000 must, for all practical 
purposes, have the advance approval of Congress if any 
of the following fields are involved: aluminum, mag- 
nesium, synthetic rubber, chemicals, aviation gasoline, 


116 


WARD GATES 


iron and steel plants, pipe lines, or patents and processes. 
Obviously, this leaves the question of what is actually to 
be done with surplus plant facilities in these highly im 
portant industries both up in the air and wide open. It 
is probable that substantially more than 70 per cent o! 


the total Federal plant investment in them is represented 


by individual plants costing over $5,000,000. 
Congress, in the instance of these industries, not only 


retains a check on the disposal agencies but is free tof 


write its own ticket on individual plant disposals and il 
could only write the ticket, as a practical matter, in po- 
litical log-rolling terms. In the broadest sense, the atti: 
tude of Congress on surplus disposal will be conserva: 
tive. 
Government plants to private ownership and operation 


wherever possible, the stand-by maintenance of others-f 


as designated by the military authorities—as a defense 
measure, and the junking of the rest. But it is far from 
certain that general principle will prevail. 


There will be strong sectional and local pressures inf 
behalf of continuing operation of the war plants in one} 


way or another—preferably under private ownership and 
in the production of civilian goods. But if this is no! 
feasible—and in a great many instances it will not be- 
there will still be political pressures against junking the 
plants. Local interests, backed by labor unions, wil 
move heaven and earth in efforts to “work out some 
thing”—probably requiring, at a minimum, more or les 
Government subsidy which could take such forms as ‘ 
low capital price for the property, “easy” financing term 
or special tax concessions. Such subsidies might concei\ 
ably iron out cost differentials which otherwise woul( 
be in favor of long established plants more economicall 
located with respect to materials supply or consumins 
markets or both. 

Above all, the local political pressures will be agains 
the junking of plants because the maintenance of thet 
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} until go days after its report has been submitted. 
| latter 
| likely will be because, where controversial political is- 





in stand-by condition would provide at least some em- 
ployment; ‘and as long as they are not junked there will 
remain possibilities, or hopes, that eventually “some- 
thing can be done.” The problem and the issues involved 
are likely to remain with us for a long time to come, 
certainly for a period of years. As long as considerable 
numbers of unsold Federal plants remain a_ physical 
reality, they will remain more or less actively “in poli- 
tics.” For that reason the present surplus disposal law 
quite surely is not the last word on the subject. For the 
same reason, when and if it is rewritten—as has been 
urged by the President and by virtually all business 
groups—the new law may not necessarily be the last word 
either. 

If there is an extended post-war period of active busi- 
ness and reasonably satisfactory employment, it appears 
improbable that—while it lasts—left-wing agitation for 
Government operation of the plants in production of 
non-war goods would bear any significant fruit. But 
when the “catching up” boom runs its course and there 
might be threat of a depression, many of the Govern- 
ment plants would still be with us, and the political 
environment might be much less conservative than it is 
now. 

In short, though it may not appear a very live issue 
today, the lurking threat or potentiality of Government 
operation of some of the plants, as a make-work measure, 
has not been “killed” in any final sense and may have to 
be reckoned with for an indefinite time to come. Iron- 
ically, in this matter of Federal plant disposal, the major 
uncertainties confronting private enterprise center not 
in the much berated Washington bureaucracy but in 
Congress, which will always be politically minded where 
local and sectional economic interests are concerned. 

The Surplus Property Law requires that the SPB, 
whose three chiefs have not up to this writing been ap- 
pointed by the President, must submit its plan for plant 
disposal to Congress by January 3, 1945. Within the in. 
dustries heretofore mentioned, it may lease plants, of 
5,000,000 cost or more, for periods up to five years 
without Congressional approval but may not make sales 
The 
“safeguard” can readily be extended and not un- 
sues are involved, Congress usually requires more than 
30 days to agree on any decision. As for leases up to five 
years, it appears improbable that so short a term would 


| attract private capital to the operation of plants as large 


as those to which the restriction applies. 
There are four industries, specifically listed in the law, 
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Division of Federal War Plant 
Investment By Cost Per Plant 


(Suggesting that small business can hardly 
figure largely in overall plant disposal picture) | 





Per Cent | 


| 

| Individual Plant Cost of Total | 

|  $100,000,000 and over............00.cceeees 12 

| $50,000,000 to $10,000,000 “AOE: 19 

| $10,000,000 to $50,000,000................. Al 
$2,500,000 to $10,000,000.................. 19 


$1 ,000,000 to $2,500,000 SUPER EET EP i ee 5 
$100; 000 to $1,000,000 











in which Government plants may be sold without ap 
proval of Congress. They are aircraft manufacture, ship 
yards, transportation facilities and radio and electrical 
equipment plants. Aircraft represents the largest single 
Federal plant investment: $3,012,000,000, according to 
WPB estimate as of June 30. Shipyards represent the 
third largest single investment: $2,181,000,000. Both are 
instances in which no more than a very small percentage 
of plant capacity could be sold to private owners and in 
which the major portion of facilities would have to be 
either junked or maintained for stand-by defense pur- 
poses. 

However, the distinctions made by the law among the 
various industries seem somewhat curious. It is difficult, 
for example, to see why Congress retains a check on dis- 
posal of chemical or aviation “gasoline plants, but is will- 
ing for the Surplus Property Board to handle disposal of 
radio and electrical equipment plants at its discretion. 
Moreover, various industries in which the Government 
has large plant investments (see the accompanying tabu- 
lation) are not specifically mentioned in the law, which 
presumably means they may be sold without Congression- 
al hindrance, although, of course, in conformity with the 
general—and in some respects confused—directives writ- 
ten into the law. These include motor vehicle manufac- 
turing facilities ($500,000,000 cost); coal and oil pro- 
ducing facilities (cost unstated, since the two are lumped 
in with chemical plants at a total investment of 3663.- 
000,000); non-ferrous metals mining and fabricating 
facilities other than aluminum or magnesium (invest- 
ment unstated, but aggregating $1,114,000,000 with in- 
clusion of aluminum and magnesium); explosives load- 
ing plants (cost 52,492,000,000); and gun and ammuni- 
tion plants (cost $1,867,000,000). The latter two are a 
disposal problem only in that the choice is between 
junking or maintaining some percentage of capacity for 
defense. Among the others, possibilities for sale to pri- 
vate Owners appear at least as great as among many of 
the industries specifically listed in the law. There is an 
investment of about $300,000,000 in “other manufac- 
turing” or “miscellaneous facilities.” 

The effect of some of the limitations put on SPB by 
the present law will be to make the administrative regu- 
lations very cumbersome and to delay sales for long pe- 
riods of time if not, in many instances, to prevent them 
entirely. The law sets up a priority policy for designated 
classes of purchasers of plants or of surplus materials and 
finished goods; but, so far as the writer’s eye can detect 
in the wording of the text, the only clear-cut priority 
seems to be that Federal agencies shall have first chance 
to acquire surpluses of any kind. Beyond that, one sec- 
tion appears to give priority to states and local govern- 
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One Estimate of Surplus War 
Goods That Might be Saleable 
(Source: Surplus War Property Subcommittee 
of House) 

Trucks, cars and tractors... .......20-e000% - $4,000,000,000 
POA NME URBOES 5 5 5\5-0:0.5500 si 600 5 o1000''s 2,160,000,000 
Miscellaneous Equip. & Supplies. . ea -  2,252,000,000 
PEER es cubic Ainiealecee 6 Mate elie nis 55 -  1,875,000,000 
Stockpiled Raw Materials............ seees  1,428,000,000 
Other Raw Materie!s.............20005 ..  1,000,000,000 
Unissued Clothing........ LAA Soe eee 725,000,000 
Railroad Equipment. sisibamioos ean S 400,000,000 
Medical and Dental Supplies . er eee 264,000,000 
Photo Equipment and ae eaecwe's 96,000,000 
Precision Instruments............0e0e wise 90,000,000 
RMN  m s'sinoa% 9.0% 50s ia o's pinsisiveunieieGiee . 14,290,000,000 




















ments or to any public institutions; another appears to 
give priority to veterans; another to small business men; 
still another to farmers or farmers’ cooperative associa- 
tions. The Board may of necessity have to ask Congress 
to define such priorities more specifically, if it is to get 
anywhere. 

To help small business, it is specified that surplus 
goods must be broken into the smallest lots compatible 
with commercial practice and that smal! buyers must 
be given preference over large ones. To the same end, 
flexible sales terms and generous credit terms are author- 
ized. Property may be disposed of for cash, on credit or 
in exchange for other property with or without warranty. 
In the case of raw materials, small tools, consumer goods, 
or non-assembled articles capable of being used in the 
manufacture of more than one product, credit may not 
be extended for more than three years. The Smaller 
War Pfants Corporation is given authority to finance 
deals to buy and convert small plants. 

Anti-monopoly objectives figure prominently. Thus, 
no disposal deal involving plants costing more than 
$1,000,000—or involving any patents or processes regard- 
less of cost--can be consummated without clearance from 
the Attorney General, who is given three months for 
decision whether a proposed deal will, or might, tend to 
foster monopoly. Under this restriction, five big war 
plants already declared “surplus” appear now to be 
white elephants: a $33,579,000 aluminum plant at Mas- 
peth, Queens, in New York; a $17,500,000 aluminum 
plant at Burlington, N. J.; a $12,000,000 aluminum 
plant at Riverbank, Cal.; a $51,000,000 magnesium plant 
at Lake Charles, La.; and an $11,500,000 magnesium 
plant at Dearborn, Mich. The aluminum plants here 
listed are reported to have a combined annual capacity 
of about 340,000,000 pounds, while the two magnesium 
plants have combined capacity of about 91,000,000 
pounds a year. All prospective buyers thus far—and 
specifically the Aluminum Company of America in the 
case of the aluminum plants—are too big to pass the 
gantlet of the Department of Justice. 

Land disposal is a big problem in itself. First buying 
priority goes to the former owners, who may buy back 
the property at the price the Government paid them for 
it or at its present “value,” whichever is lower. Tenants 
of former owners have second choice, on the same terms, 
and the disposal agency may lend them all or a major 
part of the required purchase price. In the case of farm- 
able lands not bought up by either of these two types of 
buyers, veterans get third choice and at cut rates based 
partly on market values, partly on the estimated earning 



















capacity of the farms. Since there is expected to bea 
rush for bargains, veteran buyers will be selected by lot 
with sales limited to one parcel per veteran. 

Both foods and metals are to be held off the market 

“if prices are threatened.” Stock-piled metals may not } 
sold for a year after they have been declared surplus by 
the Army and Navy Munitions Board. The War Foo 
Administrator is given the job of discovering a way t 
work off surplus foods without depressing prices, but th 
probable answer seems clear: Give it away abroad fo 
relief. ‘To dump it in foreign commercial markets wou 
too grievously pain the State Department, which j 
struggling to effect an international trade accord permit 
ting as much unhampered trade as possible. 

Disposal of Government-owned power lines, in th 
surplus class, is to be kept under control of Congresg 
Only a Federal agency may acquire such lines by transfep 
They may be leased for one year to states, cities, countig 
or cooperatives but apparently not to private industry 
Sales, if any, must be by act of Congress. 

The Government has spent around $10,000,000,00 
on military construction, such as camps, airfields, po 
facilities and warehouses. Very little of this investmer 
can have post-war uses and the return from disposal wil 
be pennies on the dollar. On many camp sites the build 
ings will be demolished. The lands, where suitablg 
might be sold for farms or, in some instances, for real 
developments. Many airfields will be abandoned, bu 
some can be sold or leased on cheap terms to states o 
cities. Harbor facilities may be either dismantled o 
transferred to the adjacent communities for what cai 
hardly amount to more than token payments. There if 
a large investment in war housing, more than half of if 
represented by temporary structures which, under th As “ 
terms of the Lanham Act, must be demolished withii 
two years after the war as an anti-slum measure. Pe 
manent structures under control of the National Hou 
ing Agency cost something under $1,000,000,000 and wil 
be sold as expeditiously as possible “at fair marke 
prices.’ 

The Government-owned warehouses, for which ther; 
is no segregated cost figure, will come in handy for yealy equities. 
to come. In fact, their capacity will not be enough. | Capit 
is possible that quite a few unsaleable surplus plants wif yige ch: 
be converted into warehouses for storage of surplus Mf often in 
terials, goods and equipment. aemon 

While a major share of the Government's total planigep,, 7 
investment is in large and expensive plants (see tabulifincre 
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Government Investments In ape 

Plants and Equipment other ha 
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(W.P.B. figures as of June 30, 1944) eotive 

Aircraft and Parts Mfg. Facilities........ --» $3,012,000,000 Brreater s 
Shipyards and Ship Repair Facilities........ | 2,181,000,000 bective 

Explosives Loading Plants................ 2,492,000,000 } . 

Guns and Ammunition Plants............. 1,867,000,000 en aris 

Iron and Steel Facilities............. -+++  1,308,000,000 Bot selec! 


Non-Ferrous Metals, Mines and Plants...... 1 ‘114; 000, ‘000 ee of 21 














Synthetic Rubber Facilities................ ‘665,000, Becaus 
Chemicals, coal and oil facilities...... ode 663,000,0 . ; 
Motor Vehicle Mfg. Plants............00. 500,000,000 Ways hi 
Aviation Gasoline Facilities............. : 397,000,000 Eenterpris 
Other Manufacturing Plants............... 224,000,000 Brood tim 
Electric Power, gas and heating facilities... 675,000,000 Bt +, ‘ 
Transportation and Communications Facilities. 373,000,000 
Miscellaneous....... Se Ne ae eee 76,000,000 Here is 1 
Beswetescesenexssessensegssceasece SEOE ON 
han they 
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ie As a vehicle for capital appreciation, leverage stocks 
V1 tn 


,.poave always held particular appeal for the more specu- 
_ Pefiative minded investors, and the post-war era holds 
HOuf promise of attractive vistas for this type of security. The 
d wilfiarge and active post-war markets commonly expected 
varkel and calling for top production in almost every field 
should place a premium on the leverage factor, heighten- 
jing as it will the desirability and value of leverage 
equities. 
gh. Capital leverage, a condition sometimes making for 
ts W'fwide changes in per share earnings and market values, 
1S MPoften imparts special appeal to companies with small 
common stock capitalization and little or no senior 
platitebt. The explanation is simple, as a relatively small 
abulifincrease in earnings is bound to expand per share net 
€ 150fat a much greater ratio than it would if senior obliga- 
tions existed. Small fixed overhead has the same effect. 
——=§ Thus, where only a small common stock issue exists, 
the risk is proportionately less and the stock is less vulner- 
able to the effect of a shrinkage in earnings. On the 
other hand, where a heavy amount of senior obliga- 
tions precedes the common, the latter will be more re- 
sponsive to an increase in earnings, though with a 


thert 
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,000 Hreater sensitivity to a decline. With an eye to pros- 
a pective post-war expansion of business, this question 
‘00 mien arises: If higher future earnings are expected, why 
‘000 not select issues that will benefit more from a given de- 
,000 Bree of improvement? 

yee Because of the action of the leverage factor, there 
000 #Wways has been a tendency for speculatively capitalized 
000 Fnterprises to sell at relatively higher values during 
000 Hood times or good markets. Conversely, they are sub- 
foe ject to a greater degree of undervaluation in depressions. 
000 #lhere is real advantage in the fact that such issues, when 


),000 Belling on a deflated basis, can advance much farther 
han they can decline. In such cases, the effect of busi- 
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With Special Low- Priced Selections 


KRAUSS 


ness fluctuations On common stock earnings is immensely 
magnified by reason of a small common stock issue in 
comparison with the amount of outstanding senior 
securities. Often, too, a large depreciation allowance or 
heavy fixed overhead acts as the equivalent of a heavy 
fixed charge for debt interest or preferred dividends. 

In a speculatively capitalized enterprise, the common 
holder benefits, or has the possibility of benefiting, at 
the expense of the senior security holders. The former 
is operating with as little of his own money and with a 
great deal of the latter’s money. As between him and 
them, it is a case of “Heads I win, tails you lose.” This 
strategic position of the common stock holder with a 
relatively small commitment is an extreme form of what 
is called “trading on the equity.” Or in other words, 
he may be said to have a “cheap call” on the future 
prospect of the enterprise. This amply explains why 
leverage stocks have a high degree of attractiveness 
especially when good business lies ahead. The draw- 
back of course is that there is no advantage in holding 
such stocks in poor times. In such times, a speculative 
capitalization usually causes market valuation of the 
total enterprise at an unduly low figure. It is the logical 
time to buy, for overdeflation of a speculative issue in 
unfavorable markets frequently creates the possibility 
of an amazing price advance when conditions improve. 

In entering such commitments, partiality should be 
shown to companies where most of the senior capital 
is in form of preferred stock rather than bonds. This 
minimizes the danger of extinction of the junior equity 
through bond defaults, and permits, if advisable, mainte- 
nance of position until conditions improve. 

Large volume and high production or operating costs 
are equivalent to a speculative capital structure, thus 
equities of such companies are likewise suitable for 
speculative investment along these lines. Contrary to 
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Sy eae : | 
—Table I— 
Statistical Record of Companies with Small Common Stock Capitalization 
Capitalization 1936-39 1936-39 Current 
(000) omitted Avge. 1943 Avge. Divi- Book Price- 
No. of Shares Net Net Div. dend Value Price Range Recent Div. Earnings | 
Debt Pref. Common Per Sh. Per Sh. Per Sh. Rate PerSh. 1937 1943-44 Price Yield Ratio 
Apex Electric....... —  5§ 90 2.07 2.39 0.46 1.00 $30.43 40 -9 2314- 914 214 47% 88 
Atlas Plywood.......— 49 433 1.71 1.66 0.69%a) 0.70(b) 12.44 2914. Wa) 17%- 8 153, 46 92 
Chicago Flexible Shaft.— —— 180 7.63 6.42 4.54 0.35(c) 36.95 77 -35  3834-27l4(e) 36 09 5.6 
Devoe & Raynolds... 37 27 158 3.22 4.50 1.81 1.25 64.93 7614-2916 4114-1734 38 3.3 8.4 
Driver-Harris.........—— —— 89 2.07 4.78 1.09 2.40 32.60 4214-14 3314-24 32 1.0 6.7 
Internat. Silver. .......—— 50 91 2.93 7.35 None 4.00 129.64 52 -16 8814-36 8514 4.7 11.6 
Compo Shoe Machy..—— 10 150 437 1:27 1.34 0.60 10.22 1714-84 124%4- 7134 1134 5.1 9.2 
Doehler Die Casting... ——- 297 2.32 4.55 0.80 1.8714 28.76 4634-1614 4514-223; 43 4.3 9.4 
Lima Locomotive......—- —— 211 0.11 8.75 0.62 2.00 8.27 8314-1814 4734-24 4434 44 6.0 
Pratt & Lambert... ...— 196 2.10 2.11 1.69 1.80 33.15 41 -15 34 -19 30% 59 14.4 
a 2 for 1 exchange Oct. 26, 1943. b—Thus far in '44; Initial Dividend 2/44. c—hitial Div. 9/44. e—On new 
stock. 








general impression, stocks of high-cost producers are 
more logical commitments than those of low-cost pro- 
ducers when the buyer is convinced that a rise in the 
price of the product is imminent and he wishes to ex- 
ploit his conviction. This is subject to one important 
reservation, however. The price rise must not merely 
reflect higher costs. 

Exactly the same advantage attaches to the purchase 
of speculatively capitalized common stocks when a pro- 
nounced improvement in sales and earnings is con- 
fidently expected. 

Best proof of this is the war-time experience of numer- 
ous companies where either a speculative capitalization 
or heavy overhead exerted strong earnings leverage as 
volume expanded. The leverage factor, however, was 
minimized, in some cases almost neutralized, by ex- 
tremely heavy taxes. Under normal conditions, leverage 
in many cases would have been tremendous, as evidenced 
by the enormous increase in pre-tax per share earnings 
in numerous instances. 

After the war, the outlook points to a substantial 
broadening of our economic base, as compared with pre- 
war, with higher levels of production, sales and _pre- 
sumably earnings. The latter of course depend on profit 
margins and taxes. Important tax relief has been prom- 
ised to stimulate enterprise and employment. Margins 
in a high-volume economy may well be smaller than 
pre-war, still they must be sufficiently high to warrant 
successful operations. Under such circumstances, the 
leverage factor, now obscured by taxes, should resume 
greater importance, placing new emphasis on the advan- 
tage of speculative commitments in leverage stocks. 

If we are successful in maintaing a permanently 
broader economy, implying permanently higher levels 
of outpu: and general industrial operations, this should 
go far towards blunting the “cutting edge” of cyclical 
fluctuations, earnings-wise. While cyclical fluctuations 
will no doubt continue, their effect on the downside, as 
far as corporate earnings go, should lessen the danger of 
deficit operations unless, and this is important, margins 
are shaved too thin or price wars occur. Otherwise, 
cyclical fluctuations in earnings may well be confined 
to wide variations “in the black” rather than dipping 
deeply “into the red’”” when downswings occur. If this 
is so, the investment standing of a good many leverage 
industries or companies should experience marked im- 
provement. 

But regardless of whether this eventuates, and I must 
admit it remains to be seen, it appears a valid conclu- 
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sion that the leverage factor after the war, granting tax 
reductions, should offer welcome opportunities for the 
more speculative minded. 

In a good many industries, leverage of course is always 
present, that is in industries which either require hea 
fixed investments or where operational overhead is ex: 
ceptionally high. Among the former, I might mention 
the railroad, utility and steel industries, also the tire { 
rubber industry. Heavy overhead is characteristic 0 
most equipment industries, such as railroad, farm and 
heavy electrical equipment, and the machinery industy 
in general. Large capital investments are typical of the 
automobile and the chemical industry; a feature of the 
latter is its inflexible cost structure which remains largel\ 
constant regardless of volume of output. In the office 
equipment industry, relatively high selling expenses ané 
overhead are a powerful lever on final profits. 

Everyone knows what high war-time operations have 
done to railroad earnings; but earnings leverage woul( 
have been even more drastic had it not been for heay 
tax liabilities. Operating utilities did well, too, though 
the performance here was less pronounced. ‘Tire com: 
panies, despite high taxes, virtually doubled their pre 
war net. In the steel industry, pre-tax net tended sharph 
higher but taxes eliminated most, sometimes all of the 
gain. The industry’s exceptional 1941 earnings, wher 
no EPT was payable, is indicative of what high-volume 
leverage can do. In that year U. S. Steel earned $10.45 
per share against $4.41 in 1943, with the industry’s oper 
ating rate in both years being almost the same. 


Variations in Leverage 


Appended are two statistical tables, one listing con: 
panies with small common stock capitalization and littl 
or no senior obligations. The other contains the recor 
of companies with heavy senior capitalization and/0 
large operating overhead. There is leverage in bot! 
categories though its effect is somewhat different as out 
lined at the beginning of this article. The difference i 
readily noted when comparing the percentage increas 
of 1943 net over the average 1936-39 net. In the fir 
list, in most cases, these increases are relatively moderati 
with the exception of Lima Locomotive, which mighi 
just as well have been included in the second list dw 
to the leverage effect of high overhead characteristic ¢ 
the railroad equipment industry. Lima is a typical le 
erage stock, one of those that should importantly benef! 
from the period of excellent business ahead. In add 
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tion, the company is conservatively capitalized. As a 
consequence, results soared from a _ pre-war average 
deficit of 11¢ per share to 1943 net earnings of $8.75 
despite substantial tax charges. No doubt remembering 
the company’s pre-war record, the market values the 
stock only six times 1943 earnings. With excellent busi- 
ness in sight for at least three, probably more years and 
a yearend extra dividend in prospect, possibly paving 
the way for a higher dividend rate, the stock looks under- 
priced. Despite earlier volatile earnings, finances are 
strong. ‘The leverage effect in this case is aptly illus- 
trated by the sharp fluctuations in earnings, ranging from 
a $5.23 deficit in 1932 to 1943 peak earnings of $8.75 
In 1937 when net per share was $4.83, the stock reached 
a high of 83. 

Returning to the appended tables, we have noted a 
relatively moderate percentage increase between pre-war 
and 1948 earnings in table No. 1, and a far greater per- 
centage increase for the companies listed in table No. 2, 
illustrating the different workings of the leverage factor 
in both categories. Leverage in the first category assures 
good earnings gains in times of active business and rela- 
tively greater protection against earnings shrinkage when 
volume recedes. The second category, with which we are 
primarily concerned in this article, involves greater risk 
but is far more responsive to an increase in earnings, per 
share, in periods of high volume output. Lima Locomo- 
tive was a case in point. In fact, all railroad equipment 
makers are excellent, and promising, examples, with lev- 
erage not only by virtue of heavy overhead but sizeable 
senior capitalization as well. Comparison of disappoint- 
ing pre-war results with exceptional 1943 earnings (de- 
spite heavy taxes) tells the story. Effect of leverage will 
be far greater if and when taxes come down. The latter, 
last year, came to roughly 60% of total net reported. In 
other words, there is considerable room for further bene- 
fit from the leverage factor. While rail equipment shares 
were popular in recent markets, price-earnings ratios are 
still moderate and dividend yields quite respectable. Any 
further market reaction would bring them into a favor- 
able buying range. 


Allied Stores has not only growth potentials but lev- 
erage potentials as well; combined, they give the stock 
favorable speculative characteristics. Fixed charges and 
preferred dividends amount to nearly 40% of last year’s 
final net. The effect of leverage on earnings is evident 
when one compares the 75% gain in gross profit between 
1939 and 1943 with a corresponding 60% increase in final 
net available for the common stock. In non-leverage 
issues, the gap between these two figures is usually wider. 
In the case of May Department Stores, a 58% increase 
in sales produced a 20% gain in net, over the same period. 

The record of Gimbel Bros. plainly shows the effect on 
earnings of leverage arising from expanding volume and 
heavy senior capitalization. Net per common rose from 
the pre-war average of 67c to $2.10 in 1943, an increase 
of over 200% against a sales gain of 60% during the same 
period. 


Neutralizing Effect of Large Common Issue 


American Tobacco is listed in the table to show the 
neutralizing effect of a large number of outstanding com- 
mon shares on the leverage that would normally arise 
from a heavy senior capitalization. The stock therefore 
has little or no “leverage appeal.” Genuine leverage 
equities are shares of companies where senior capitaliza- 
tion is large in relation to junior capital. 

Wheeling Steel is an example, with the stated value of 
the preferred stock exceeding that of the common, and a 
funded debt of $32.4 million to boot. The leverage fac- 
tor, however, during the war has been largely diluted 
by the tax factor and rising costs with the result that 
while there was a 42% gain in sales from 1939 to 1943, net 
per share actually declined from $6.40 to $4.43, the tax 
collector being the chief culprit. Any tax relief would 
restore the normally heavy leverage best illustrated by the 
shift from a $2.55 deficit in 1938 to $6.40 net per share 
in 1939 On a sales gain of barely 40%. 

Considerable leverage exists in Houston Oil, though 
offset in part by the relatively large number of common 
shares outstanding. Because of (Please turn to page 160) 
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—Table II— 
Statistical Record of Companies with Heavy Senior Capitalization | 
and/or Large Operating Overhead 
Capitalization 
(000) omitted 1936-39 1936-39 Cur- 
No. of Shares Avge. Avge. rent Book Price- 
Com- Net Net Div. Div. Value Price range Recent Div. Earnings 

Debt Pref. mon PerSh. PerSh. PerSh. Rate Per Sh. 1937 1943-44 Price Yield Ratio 

Am. Car & Fdry.. 289 599 def.3.26 $5.95 $0.06 2.50 $78.29 71 “1544 4514-244, 384 65% 64 
American Loco.. ——— 332 1364 def.1.50 3.07 1.25 16.86 587-1 ~ 4 2234-101% z0%4 6.0 6.7 
Baldwin Loco.... ——— 177 1273 def.0.89 3.85 —— 1.50 3638 23%. 2414-1034 6.5 5.9 
Allied Stores.... 20430 219 1804 1.04 3.17 0.05 1.00 17.70 21%- 31 Ye 22 - 6% 3014 49 6.3 
Gimbel Bros..... 21609 183 977 0.67 2.10 ——— 1.05 29.48 2934-614 203-5 1934 5.3 9.4 
Houston Oil.... 8028 357 1098 0.54 142 —— —— 31.82 175%- 434 1344- 3% 1034 —— 1.5 
Maytag......... —— 297 1617 0.44 0.15 0.25 — 0.38 1514- 41% 5 11 Yo 24 946 —— 63.3 
Nat. Supply... .. 2612 570 1154 1.08(c) 2.48 —— — 15.04 26144-1754 1734- 534 134 —— 5.4 
Jones & Laughlin. 43878 586 1602 def.4.43 4.11 —— 2.00 92.17 12614-27 i 2714-191¢ 244% 8.2 5.9 
United Drug..... 19535 100 1351 0.92 1.16 0.31 — 13.41 16 -5 173¢- 75g 15 —— 
Wheeling Steel... 32400 363 569 3.43 443 —— 1.50 95.14 65 4 9 3244-18 29 5.1 6.5 
Internat. Paper... 51359 925 1823 0.05(c) 2.07 -——- -—— 41.97 1914- 64% 2034-8144 19144 —— 9.4 
Atl. Refining. ... 32632 148 2663 2.29 3.79 1.06 145 69.16 37 -18 3274-1834 2915 49 7.7 
Armour & Co...109564 566 4065 def.0.21 t:9r OF 23.57 1334- 456 67%%- 3 5% — 29 
Remington-Rand.. 14981 184 1831 1.27 2.01 0.76(b) 1 1.20(f) 7.58 291%. 8) ; 2214-12 = 2 aan 10.4 
Wilson & Co..... 18925 323 1993 0.26 3.11 20 9.60 12)4- 45% 114-44 9% — 31 
U. S. Rubber. ... 29308 651 1759 1.67(a) 5.09 2.00 38.44 7234-20 5434-2514 48 4.1 9.4 

a—1938-9 average. b—Plus 1% stock. | c—1937-9 average. e—Plus stock 3 shares for each 70 held. t—Plus 5% stock 
g—Before recent financing 
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Trend of Interest Rates As 
Investment Planning Factor 


BY 


Looxine toward peace, one of the most important 
and controversial of all questions concerning us is the 
future management of the vast Federal debt and the 
trend of interest rates. Obviously, the answer is of vital 
importance to all of us because it will affect, for good 
or ill, virtually every other post-war economic and finan- 
cial problem which we will have to contend with. 

To cite but a single aspect, though the one usually 
uppermost in the minds of investors: the very solvency 
of the commercial banks, savings banks, life insurance 
companies and other fiduciary institutions now rests 
upon a credit structure in which the key arch is made 
up of Government bonds, their huge holdings of which 
are by no means confined entirely to short-term obli- 
gations immune to fluctuation in market price. A wide 
decline in high grade bond values, which could occur 
only should there be a sharp rise in interest rates, 
would be nothing less than a catastrophe. Even a 
moderate rise in interest rates would require extensive 
readjustments in the financial markets and would im- 
portantly aggravate the Government’s fiscal problem. 

In weighing the pros and cons in the prospect for 
post-war interest rates, it must at once be emphasized 
that there are various “ifs” involved. It is not a yes 
or no question nor a problem sharply defined in black 
or white. That being so, it is not surprising to find 
that eminent economists and bankers, though agreed 
on the present facts, in many instances come to diametri- 
cally opposite conclusions in their predictions of future 
interest rates. The surprising thing is that some are 
so boldly dogmatic in their forecasts. 

For instance, in a published analysis of’ the problem, 
one collegiate economist of some note recently ex- 
pressed the opinion that the post-war economic and 
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financial pressures inaking for rising interest rates will 
be so strong that the Government will be unable to 
maintain its cheap-money policy; and made the un 
qualified assertion that: “It would be no surprise to 
see interest rates within three to five years after the 
war back to the level of the early "Twenties when long. 
term Government bonds yielded from 4 to 5 per cent.” 

If that is true, high grade bonds have ahead of them 
a very great decline in market value. However, let us 
hasten to note that this is a minority view—thouzh, in 
inself, that doesn’t necessarily prove it is wrong. A 
decisive majority of observers having claim to expertness 
on this subject voice much more moderate views. Some 
of these believe there will be no rise in interest rates after 
the war, assuming continuing successful Government 
control. Others opine that any rise would be both very 
gradual and very small in its ultimate scope. 

It seems to the writer that there are two basic consid. 
erations to ponder: (1) Forgetting, for the moment, thai 
we have a “managed” monetary-credit system, is it likely 
that loanable funds after the war will be so reduced in 
volume and/or borrowing demand so increased as to 
force appreciable rise in interest rates? And (2) if the 
supply-demand factors are such as to exert upward pres 
sure on interest rates, is it likely that Government, 
which will still urgently need cheap money, can do no 
more than stand by in dismayed frustration? 

The answer to the first question is debatable, as we 
shall see. But in the writer’s opiniou--rejected by some 
economists, shared by most—the second question is no! 
lebatable. In matters affecting the national welfare, | 
don’t know any limit that can be set on the Govern- 
ment’s authority. Under existing laws, it has clear-cut 
power to expand the credit supply far beyond any level 
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likely to be needed to meet borrowing demand. And if 
more laws were needed, they could be had readily from 
Congress because—especially with ownership of Govern- 
ment bonds now so widely diffused—it is not to be 
imagined that any Congress, whatever its political com- 

sition, would ever favor higher interest rates and a 
fall in bond values. 

Opinions naturally differ as to the probable post- 
war demand for credit and capital funds. It depends 
upon a number of conditions which can not be foreseen 
with clarity. That is why the “experting” on this matter 
can only be reasoned guessing—and why the guesses differ 
so widely. For instance, economists who predict continu- 
ing cheap money generally put an “inflation hedge” in 
their prophesy, conceding that a strongly inflationary rise 
in commodity prices probably would induce higher in- 
terest rates Or, at any rate, make it far more difficult for 
the Government to control them. Well, will there be an 
important price inflation after the war? Here again 
opinions differ widely. It could not be otherwise, since 
the answer depends so much on future Government pol- 
icy. The majority view of economists, including the 
writer, is that Federal price controls probably will re- 
main adequately, even if not completely, effective during 
the early post-war period and that thereafter the com- 
petitive productivity of business enterprise will either 
“hold the line” on prices or shove it down. 


Post-War Demand For Money 


Barring a sharp price inflation, then, it is open to 
question how great the post-war private demand for 
money will be. As always, there will be individual en- 
terprises which wili neec financing; bui the over-all 
financial position of American business is one of un- 
precedented strength and liquidity. It will become more 
so, as the war is not yet over. Furthermore, again with 
individual exceptions, we have an over-all productive 
capacity in excess of any probable demand if the latter 
is calculated on a longer-term average basis. Therefore, 
it is to be doubted whether there will be any extraordi- 
nary post-war business demand for bank credit or long- 
term capital. On the contrary, from the present per- 
spective this potential looks rather moderate. 

With a revival of residential building and public 
works, long-term mortgage financing and capital bor- 
rowing by the states and municipalities will assume 
substantial proportions, probably exceeding business 
capital financing. Yet how much upward pressure these 
demands could exert on interest rates is problematical 
because it depends not only on the magnitude of the 
demand for funds but likewise on the available capital 
supply. We shall consider the latter point hereafter, 
although it can be said now that the writer’s opinion 
is that the supply of investible capital funds and of 
bank credit will expand further and greatly during the 
rest of the war and during the early post-war years; and 
that its relation to borrowing demand, including Federal 
financing, probably will remain one of redundancy. 

What the Government’s post-war budget will be is 
highly uncertain. However, there is increasing opinion 
that it will be not much less than $25 billion a year, 
that tax rate reductions on individuals will be quite 
moderate and that deficit financing of quite sizable 
proportions will be with us for a long time to come. At 
any rate, the time when there might be a balanced bud- 
get is not foreseeable. An essential question is whether 
a major part of the continuing deficits will have to be 
monetized through endless stuffing of the commercial 


NOVEMBER 1944 








banks with Government paper; whether investment in- 
stitutions and individuals would be less willing than 
now to buy Government bonds; whether, indeed, a 
buyers’ strike might develop against the present ex- 
tremely low interest rates. 

Here again, the answer can not be categorical. In 
vestors naturally would prefer higher yields than can 
now be had from Governments. An individual can 
always get a higher yield by buying securities of lower 
grade. It is conceivable that substantial sums now in 
Government bonds may eventually switch into com- 
mon stocks, going to the opposite extreme in safety. 
Many individual holders will cash in bonds to make 
purchases of homes, automobiles, etc. Some capital 
temporarily in Government bonds will go back into 
more remunerative mortgage finacing when buildin 
opens up. A substantial portion of the bond holdings 
of a great many non-banking corporations can be re- 
garded as temporary. 

The Government will have to sell quantities of new 
obligations to take care of old obligations as they mature 
In this shift it is probable that the total bond holdings of 
individuals and business enterprises will decline and that 
those of the commercial banks will expand, further in- 
flating bank deposits. In short, whether the financing is 
to pay off maturing obligations or raise new money it 
appears likely that the Government will have to put rel- 
atively more reliance on the commercial banks and the 
savings institutions after the war than it did during the 
war. 

This brings up a question as to how large a volume 
of Federal bonds the insurance companies and othe 
savings institutions could or would absorb—and at what 
price. The less they take, the more the commercial 
banks would have to take. The answer to this question 
is highly conjectural. For example, much depends on 
the level of national income, of individual savings, and 
on the scope of the investment outlets other than Fed: 
eral obligations. If we have a post-war national income 
of perhaps $120 billions, the annual savings would be 
far larger than before the war; not only absolutely but 
also relatively. Savings might greatly exceed new in 
vestment outlets in private enterprise, as was the ten- 
dency before the war. If so, savings institutions would 
have much less freedom of choice in investment selec- 
tion than some imagine; and, much as heretofore, great 
amounts of their funds would (Please turn to page 156) 
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By E. 


SPOT RECONVERSION is becoming a fact but w1!] have 
little effect upon civilian supplies for many months. War 
Production Board agents in charge of this limited 
changeover admit unexpected delay in overthrowing 
Germany will militate against reaching the goals original- 
ly set. Scarce materials still cannot be afforded for 





Washington Sees: 


Refusal of Russia to take part in the interna- 
tional conference on aviation in this country was 
a disappointment to the State Department but 
was not taken to have the serious implications 
ascribed to it by the press generally. 


True, the Soviet withheld its statement of at- 
titude unreasonably long. That Switzerland, 
Portugal and Spain would be represented was 
known to Moscow many weeks ago and no ob- 
jection was made at the time the lists were 
submitted. But Switzerland and Portugal are 
not in diplomatic relation with the Soviet Union, 
and Stalin's position there is no different from 
that of the United States toward Argentina, 
which wasn't even invited. The Russian position 
on Franco's Spain is readily understandable. 


The Soviet's declination broke no precedent. 
Stalin has not been conference-minded. He has 
refused to come to Washington, held back at 
Teheran, and wouldn't have his delegates sit 
at Dumbarton Oaks while the Chinese were on 
the grounds. And Russia would have been in a 
ticklish position at the air parley: the United 
States and Britain are poles apart on fundamen- 
tals, forcing any third party participant into the 
role of an arbiter. Stalin's action postpones 
the necessity for final decision, may ultimately 
prove helpful. 
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domestic goods, even in small amounts. But W P B sees 
great advantages accruing psychologically and in gaining 
reconversion know-how. 


WPB OFFICIALS trying their grievances in the news 
papers are sowing the seed of mass firings in the produc 
tion agency. Special pleaders for branches of industry 
succeed in selling division chiefs the wisdom of concen- 
trating upon their problems, easing their war burden. 
And when W PB fails to move in the suggested direc 
tion, the sub-bosses go to the gossip columnists. The 
practice has become so general as to worry Chairman 


J. A. Krug. Heads will fall. 


SEPARATIONS from government jobs are alarming the 
war agencies and the word is being passed around that 
salary improvements will be one of the first orders of 
business after Election Day. Departments will unite in 
recommending upping of pay but will ask Congress to 
fix the percentages. And streamlining of Civil Servic« 
regulations will be asked. The system broke down un 
der the weight of wartime mass hirings and thousands 
went on the payroll with only the most cursory investi 
gation. 


WAR BOND sales campaigns are not nearly at their end 
in spite of the favorable reports from both the European 
and the Asiatic fronts. The Sixth Loan will soon be 
under way and there will be a Seventh, and an Eighth 
That just about represents the maximum at which suc- 
cess in the financing could be assured, and it also is the 
minimum to end the conflict and carry through the de- 
mobilization, Treasury insiders agree. Quotas will be 
set carefully henceforth; subscriptions in previous drives 
will be the measure. 


AUTOMOBILE production, when it is resumed, will face 
a backlog of 2,300,000 cars necessary to replace vehicles 
which have gone into discard in the past two years alone. 
That mortality is certain to continue, probably will be 
accelerated each year of the war as cars pass their span 
of useful life. National Highway Users’ Conference. 
source of those data, hasn’t even attempted to estimate 
the immediate post-war needs in terms of new and _re- 
placement tires and spare parts. 
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Post-war food market in the United States won't exceed 140 
persons and the 1944 food output will feed 178 million civilians 
at prewar levels (162 millions if persuaded to eat 10 per cent more 
food). Result is demand for readjustments, and outlook is farm price 
support will cost the taxpayers two billion dollars annually. 


Poultry farmers and the egg drying industry are pondering 
the results of expected early Victory in Europe. When that eventuates — 
the egg drying industry will lose almost its entire current market. 
And the prospect is halting new investments in the drying trade. 























"Big Inch" may be carrying natural gas from the southwest, 
instead of oil, before very long. Dramatic in its construction and 
proportions, the huge pipeline would better serve a purpose other 

than that for which it was built, say influential authorities. 














Backing for the switch is expected from newly-created Commission for Con- 
servation of Oil and Natural Gas, Inc. It's non-profit and unofficial but is has 
"names" -- Admiral-Harry A. Stuart, Retired, former Director of Naval Petroleum 
Reserves, for instance. 








Sale of surplus war property will be a boon to newspaper and trade journal 
advertising. RFC already has placed copy in more than 60 newspapers, found 
results gratifying. Offering 5,400 training planes for sale "as is", the agency sold 
5,200 in the first few days. 


Government doesn't care what prompts purchasers to buy planes, but its 
agents picked up an interesting sidelight: many will be used by industrial 
executives and salesmen for speedy travel to re-establish facilities and markets. 




















Publication of official catalog of plants that will be sold when war con- 
tracts are completed was a faux pas. No actual deals are in prospect, but factory 
operators said the announcement brought numerous resignations, great concern, and 
lessened production by worried staffs. 














Jesse Jones sought to correct the impression but was only moderately 
successful. War workers know present fat pay envelopes won't last forever, but don't 
want to be reminded of it. 








Government lawyers are scrutinizing contracts under which war facilities 
were built with Defense Plant Corporation funds and leased, with option to purchase, 
to manufacturers.. The options may not be as clear-cut as supposed and lessees may 
find themselves bidding against other prospective purchasers. 

















Possible interpretation is that lessee of a D P C-built factory may havé 
the option to purchase only if the agreed price -- after it has been advertised -- 
is not bettered by another would-be buyer. 











Tris interest in contract interpretation didn't arise in government circles 
until a spot check showed exercise of option rights would be general. Complications 
may arise. Many of the DPC facilities are on land owned by*their lessees, some are 
integral with other factory -units. 








Early action by WP B to prepare for an expected entry of 10,000 persons -- 
many of them war veterans -- into the gasoline filling station business, is ex- 


pected. The Petroleum Administration for War is behind the movement, urging 
relaxation of orders limiting pump manufacture. 
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Besides equipment for the new enterprises, 


pump companies estimate they 





are 250,000 units Behind orders for replacements today. If, as forecast, the WP B 





ban is lifted in January, 60,000 pumps can be produced in 1945. 





Discharges from military service will exceed two million by January 1 and 





applications for veterans loans under the G I Bill of Rights by that time will 





have entered into the "rush" stage. Slowing the grants of credit will be the fact 
that the purposes of the loans cannot be fulfilled until after the war in most instances. 





Servicemen are receiving no bounty from the government. Commercial lend- 





ing agencies, the banks, will put out the funds but the risks must be good or the 





United States won't-guaranty. And in any event the guaranty will not exceed $2,000. 





For instance, the Treasury won't protect a lender when purpose of the loan 





is to buy a farm or house-on a inflated market, to begin a business to merchandise 





commodities too scarce to indicate success, to launch an-enterprise of essentially 





speculative nature. 





Unless attitudes here change abruptly, Federal Communications will- reject 





the suggestion that television be put on a commercial basis with permamently 





allocated wavebands. FC C agrees the basic experimental stage has passed but won't 
permit purchasers to be tied down with expensive receiving sets that might not function 





when the art reaches a better state of perfection. 








4 


Televisionists are holding before F C C the attractive prospect of doubled 





employment -in the radio industry -- 600,000 workers in the fifth post-war year. 





And, they say, public demand for the new reception will hold back sales of standard 
sets leaving a market void which only television can fill. 


Britain's proposal for international cooperation -- which means allocation 





of routes and services -- in the civil aviation picture, will be opposed by the 





United States. Even more so will it be opposed by Russia. All of which heads the 





conference on air passenger and freight traffic into a decision to throw the field 





open to competition. 





Against the possibility of dangerous rivalry is pitted the fact that the 





United States has made strident advances in promoting world aviation and the Air 





Transport Command has carried it leagues farther. 


These advantages, the United 





States is unwilling to give away. 


Great. Britain's desire for world agreements affecting aviation, instead of 





competition, is understandable. That nation has been 100 per cent mobilized for 





war, has no hope for real civilian air advancement for years. By the time she 





catches up, her leaders fear, other countries, notably this one, will have the 





competitive field covered. 





Undaunted by the fact that their timetable for Victory in Europe -- November 





50 _-- seems upset, military chiefs here are passing around, sub rosa, their fore- 





casts on Victory in the Pacific. 


The date.-depends,;, it seems, upon the type of warfare for which each 





predicter has been trained. If it's the orthodox infantry-and artillery. back- 





ground, the date usually is’midway in 1946; if schooled in aerial warfare and 





blitz tactics, they'll say late in 1945. 
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New Horizons for ALY - 


A 
General Foods 


Selected Companies That Will Benefit 


BY 


a 

OQoicx FROZEN” foods, a modern triumph of sci- 
entific refrigeration, have caught the fancy of the con- 
suming public in recent years, charting new operating 
patterns in the most basic of all industries, creating im- 
portant potentials in the manufacture of freezing and 
storage equipment, and making possible—especially in 
electrified rural areas—a truly revolutionary advance in 
the art of living by means of which the family food sup- 
ply can be maintained both more conveniently and more 
economically. 

Due to restrictions on the manufacture of equipment, 
growth in this relatively new and highly promising field 
of business activity has been retarded during the war 
and stopped in some respects. It is certain that it will 
be resuined as increasing production of equipment is 
authorized by the War Production Board, although un- 
limited output is not believed likely until after the end 
of the war in Europe. Whenever the “green light’ is 
turned on at Washington, the frozen foods business will 
be ready to “go to town.” 

The confident expectations of those who are in—or 
who are aggressively planning to get into—this field, 
whether on the processing, distributing or manufactur- 
ing side, appear to have a solid foundation. The prod- 
uct—foods in which the natural qualities are preserved 
virtually intact for long periods of time by sub-zero 
freezing and low-temperature storage—is a necessity. 
Hence the equipment is also a necessity and fortunately 
will be well within the reach, especially on an instalment 
sales basis, of large numbers of buyers. In serving an es- 
sential human need more efficiently and economically 
than it could be served before, the frozen foods business 
is that rare thing among “growth” industries: an un- 
qualified “economic natural.” In contrast to television, 
for instance, or to improved home “gadgets,” the promo- 
tional job will be relatively easy. 

The customers are clamoring to be served—in larger 
1944 
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numbers than it will be possible to serve for a goodly 
time to come. For the field as a whole, the problem will 
be production rather than promotion; but this is by no 
means to say that every enterprise in it can coast to easy 
profits. Naturally, there will be keen competition among 
increasing numbers of frozen food brands and of makers 
of freezing and storage equipment. It could not be other- 
wise, since on the one hand the opportunities for devel- 
opment are promising while, on the other hand, scores 
of established manufacturers and of food processing and 
distributing concerns have ample capital and “know- 
how” for aggressive ventures in this expanding market. 

In measuring the growth of the frozen foods business 
to date, no completely satisfactory statistics are available. 
One reason for this is that activities relating to the end 
product that the consumer eats have differing forms and 
aspects. There is the frozen foods commercial pack, in 
which branch the General Foods Corporation (Birds 
Eye-Snider division) is the pioneer, and largest, processor 
and distributor. There are more than 5,000 locker plants, 
mostly offering combination services to consumers. A 
typical plant prepares, freezes and packs foods which the 
consumer has bought, and for the storage thereof pro- 
vides a rental locker in its cold room. 

For farm or home there is the combination food 
freezer and storage cabinet. Few owners handle all se- 
quences of the operation, starting with the raising of the 
foods, though it is possible. In urban and suburban 
areas, most buy all or the greater part of the food to be 
frozen and stored. Among owners with farms or sizable 
home gardens a thriving barter trade, often carried on 
over considerable distances by mail and express, has 
grown up in which a person specializing in the raising of 
one food item will arrange swapping deals with other 
specialists, thus providing the family with a frozen food 
supply which has by-passed all commercial distribution 
channels. 
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As indicated, there is a wide variety of equipment: 
sub-zero freezing equipment from large commercial ‘size 
to small home sizes; low-temperature refrigerating equip- 
ment for frozen foods storage in warehouses or locker 
plants, in retail stores or in home cabinets; the cibinets 
themselves, in all sizes. Other business-making angles are 
refrigerated delivery trucks, special wrapping materials, 
extra-size utensils for those who go in for home freezing 
on any extensive scale. 

For the commercial pack of frozen foods, dollar sales 
figures are not available. The volume last year is report- 
ed to have been approximately 2 billion pounds, or only 
approximately 1 per cent of the total poundage of food 
consumed in this country. Growth in recent years is 
shown by an accompanying table (with figures for each 
of the chief types of foods going into commercial packs) 
which was furnished by the frozen foods industry’s lead- 
ing trade publication, Quick Frozen Foods and The 
Locker Plant. 

The impressive thing about the 1 per cent figure is 
not its small size but the possibility of growth that it sug- 
gests. Experiments have proven that about go per cent 
of all the food eaten at any one season of the year is 
readily suitable for the quick-freezing and cold-storage 
treatment. The frozen food pack could have a huge 
percentage expansion even if it never represented more 
than a small fraction of total food consumption. It would 
double in coming to be 2 per cent of food consumption, 
increase five-fold to become 5 per cent of food consump- 
tion. 

According to latest reports there are now 5,360 locker 
plants in the country, with about 2,000,000 individual 
lockers in use; and with strong growth potentials in all 
areas, especially the East and South. Subject to specified 
conditions, continuing construction and equipment of 


the long waits in getting materials, it is reported that 
some 700 new plants have gone into use during the past 
twelve months. 

Including those with definite plans for future entry in. 
to the field, there are known to be at least 71 manufac. 
turers who have made or will make equipment for the 
quick-freezing and storage of foods. It is believed—com. 
pletely accurate statistics not being available—that only 
somewhere around 25,000 combination freezer-cabinet 
units had been built and sold up to the time when pro. 
duction was suspended by the dictates of war, by far the 
greater share of which was accounted for by the Deep. 
freeze division of the Motor Products Corporation, about 
which we shall have more to say hereafter. Many thou- 
sands of ice cream storage cabinets have been converted 
into food freezer-cabinets during the war period, making 
the estimated total of food freezer-cabinets now in use 
somewhere between 50,000 and 75,000. Measured against 
probable future demand for farms, homes and stores, 
this is but a scratch on the surface. 


Probable Price Ranges 


It is believed that the smallest family units (614 cubic 
feet size) can be sold shortly after production is resumed 
for as little as $180. Before the war, freezer-cabinets large 
enough to serve adequately a typical farm family cost 
anywhere from $400 to over $1,000, depending on size 
and quality. In time, mass production probably will low. 
er prices substantially. However, even if a sizable home 
unit were priced at, say, $300 to $800, there would be 
powerful sales arguments in its behalf. For example, un- 
like an automobile, the rate of depreciation is very low. 
Again, unlike an automobile—unless it is used for busi- 
ness purposes—the food freezer yields a return on the in- 

















locker plants is permitted. Despite the difficulties and vestment. The savings that it makes possible in food 
Distributors With a Stake in Frozen Foods 
(Including Listed Companies Contemplating Future Distribution) 
*Net 
Dividends per Cur- 
Earned per Share Share rent 
Average verage Average Book Assets Price Ranges Recent 
1936-39 1 940-49 1943 1936-42 1943 Value PerSh. 1936-42 1943-44 Price 
CTT def.0.20 1.37 $1.97 $0.10 None $21.83 None 1334-24 6%. 3 5 
California Packing........ 2.05 3.43 3.76 1.16 1.50 52.31 18.19 4834-1314 305,-2214 
General Foods........... 2.44 2.58 2.42 2.03 1.60 17.34 10.05  493,-227%% 4414.34 rH 34 
rade Food Products. . def.0.30 142 424 0.04a) 1.00 19.12 8.03 Ti%- 144 18% - 3% 17% 
a & Libby.. 0.46 0.85 0.94 0.53 0.45 11.89 680 15%-3% 85 14 
hd fo ere 2.98 2.29 2.63 0.56(f) 0.90 19.88 7.85 181,- 234(F) 3334-25 2834 
Stokely-Van Camp........ 0.30 1.15 1.36 None None 7.78 3.77 1744-3% 14 -414% 10% 
MN Geos shah ess oases 447 2.59 2.94 1.33 1.50 47.00 27.31 2814-15 317%-2215 30 
Manufacturers of Frozen Food Equipment 
(Including Listed Companies Planning Future Manufacture) 
American Radiator........ 0.41 0.65 0.51 0.40 0.40 980 457 2914-334 12%-6% 113% 
Aviation Corp............ ; 0.42 0.61 0.08 0.20 4.56 1.76 9%- 24 6%-3% 4% 
Borg Warner...... ye 2.40 .29 3.36 1.45 160 24.90 16.53 505,-12%%  41%%-263;, 38 
Carrier Corp...... ‘ : .40 1.73 None None 13.48 8.72 6714- 3% 195%- 7% 181% 
Crosley Corp..... 0.4 0.75 4.94 0.29 1.000 17.05 10.73 35%- 35, 2% -9 2414 
General Electric. . : 1.83 1.56 1.55 1.40 1422 6.79 647%-21144 397%-3034 3814 
General Motors.... sas A 4.11 3.19 3.25 2.00 25.01 1466 77 -2514 66 -4414, 61% 
International Harvester..... 4.20 4.98 4.70 2.59 2.50 80.34 51.55 120 -38 82 -565, 77% 
Liquid Carbonic : 2.31 1.61 1.20 1.25 30.29 15.12 26%-10% 929 a 5144 26% 
Motor Products.... 3 1.35 1.96 1.39 1.00 19.45 11.36 43%- 51% 24%-9% 2034 
Nash-Kelvinator. . y 0.77 0.96 0.33 0.50 11.41 7.80 24%. 3 1714- 6% 15% 
PRICD . <.0500660% .38 1.69 2.60 0.93(b) 1.00 15.28 10.40 15 - 75<(b)37 -1334 32% 
BOUNNG PAINS i o00506s0500 0.41(e) 3.02 1.52 2.25(c) 1.00 14.47 9.25 23 - 93<(c)1214- 6% 7% 
Westinghouse Electric..... 44 6.58 6.97 46 4.00 88.04 51.97 16754-6134 10814-81 104144 
* On common, deducting senior securities. a—nitial Div. of .30 pd. 12/18/42. b—1940-42 Averages. 
e—Since June '41. e—Adjusted for 4 for 1 stock split. f—Before 1-for-4 exchange of stock. 
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gts will pay for the unit in a reasonable period. 
It is, of course, not possible to “estimate” the future 
parket. In the trade there are reasoned hopes that with- 
a relatively few years after full-scale production can 
eresumed there will be a market for at least 2,000,000 
nits. Assuming mass production will lower costs, to this 
iter the figure looks like a low, rather than a high, 
ess. 
A large percentage of the domestic refrigerators to be 
ade in future will contain special low-temperature 
pmpartments, ranging from 1 to 3 cubic feet in area, for 
e storage of frozen foods. Some in the trade believe 
at perhaps up to half of the post-war refrigerators will 
ave this feature. Some makers are already doing ad- 
ance advertising of it. 
As in any new and growing field, there is a ferment of 
lanning and exploration going on. Newcomers are get- 
ng ready to plunge in. Those already in are getting 
rady to expand. The variety of frozen foods marketed 
ill increase. Much scientific experimentation is going 
n in methods for processing foods for freezing, in equip- 
pent design, in wrappings and in methods for quicker 
efrosting of frozen foods in the home. 
From the consumer’s point of view, the frozen foods 
siness is still far from having served up the maximum 
lish” of convenience. To make frozen foods available 
bore conveniently in or near the home will probably be 
e strongest single competitive urge making for future 
perational changes in the business. As it is now, for in- 
ance, locker service has the disadvantage that the con- 
mer in many cases has to make a rather long drive be- 
ven home and plant and back again. At the other 
d, the more convenient a home storage cabinet may 
ein terms of the amount of frozen food that it will 
old, the more inconvenient it becomes as a bulky piece 
kitchen “furniture.” In many homes, the cellar is 
te only feasible place in which to put any sizable freezer- 
orage cabinet. 
Meeting, or partially meeting, these objections will 
‘ing some innovations. In not a few of the homes of 
e future, kitchens will be designed with functional at- 
ntion on the new problem of convenient storage place 
t frozen foods. When apartment house owners again 
ave to please the tenants, and compete for patronage, 
ere may well be a cold room and rental lockers in the 
tement. Suburban home developments may offer a 
mmunity locker plant, either prettied up or tucked 
vay behind tall evergreens. At least one such post-war 
velopment plan is already reported. 


Future Locker Plants 


A logical and commercially practical development will 
tthe adoption by locker plants of broadened and more 
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txible services, patterned to the needs of the local ter- 
tory served. ‘There is no reason why the locker pliant 
the future could not offer every service relating to 
ozen foods, except the cooking of them. The “com- 
ete” locker plant might retail a line of frozen foods; 
ocure, freeze and store foods on order of the customer; 
pply the customer with a monthly custodial record of 
€ contents of his locker and with periodic advice on 
lwantageous food buys geared to seasonal or to tem- 
brary market conditions; and, finally, provide prompt 
uck delivery service. Given this range of services, plus 
moderate-size cold storage compartment in the kitchen 
lrigerator, the housewife, if she wished, could handle 
| dealings with the locker plant by phone and mail. 
sin every other field of merchandising, such establish- 
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Production Figures of Commercial 
Frozen Food Packs 


(All figures represent millions of pounds) 


Vege- Sea- Cooked 
Year Fruits tables Poultry Meats foods Foods 
1GS8Re 50s 105 48 12 — 40 — 


1938........ 130 73 12 ;s- — 
tin. i a «=. = — 


1940........ 225 92 50 14 50 oe 
1941 ......0. 250 150 75 18 75 aie 
1942. ....... 275 220 70 12 70 Br 


1943(est).... 320 330 105 14 90 7 


Purchases by the Armed Forces 


CC) sae 13 
C!S se 71 
Meat Frozen at Low Temperature Purchased for Lease-Lend 
WRN sla iio ani cldvicicascedac Coc nauecdeee de anecaals 33,445 tons 
QE c.wwcaecedcecs s'tendaccuuicaseverecedas 85,449 tons 
WOR doe ws ce cewancncoscucduosdcecenewes 165,000 tons 
+ through courtesy of “Quick Frozen Foods and The Locker 
ant.” 




















ments will be both of the independent type, as the capi- 
tal investment per plant is not great, and of the chain- 
store type. 

In urban shopping centers a certainty of the future 
will be self-service stores handling frozen foods exclu- 
sively. They will in some respects resemble the “auto- 
mat” type restaurant, with the foods stored and displayed 
in glass-doored wall compartments. 

For the ultra-busy—or lazy—housewife, the post-war 
ultimate in service may be complete, pre-cooked frozen 
meals from soup to desert, ordered by phone and de- 
livered to the door. 

Prices of commercially packed frozen foods now aver- 
age around go per cent more than for fresh foods or top- 
grade canned foods. The offsets are: (1) frozen vege- 
tables and fruits are superior to canned goods in natural 
flavor and can be had at seasons when comparable fresh 
produce can not be; (2) the labor and time of the house- 
wife in pre-cooking preparation are eliminated; (3) 
frozen fish can be had in areas where fresh fish is not 
available; (4) in the case of frozen meats and fowl there 
is less waste material. 

However, the frozen foods trade expects that in time 
prices will be brought down much closer in line with 
those of comparable fresh foods; and that within the 
next five years commercially packed frozen foods will 
be handled in at least 100,000 stores or one out of every 
four grocery or combination grocery and meat market 
stores. 

From the point of view of the investor interested in 
the potentialities of the expanding frozen foods business, 
the first thing to note and emphasize is that—so far as 
concerns participating companies which have securities 
listed on national exchanges—it is a “hybrid” business. 
Among the large processors and distributors of foods, in 
no case will the frozen foods line be the sole business. 
Among the listed manufacturers of equipment for food 
freezing and storage, this is but one of the irons in the 
fire—in most instances, one of a great many. 

Hence, to select “frozen foods stocks” for investment 
or speculation requires a nice exercise in judgment, 
made all the more difficult by two facts: (1) ‘Those now 
in the business do not separately itemize their frozen 
foods sales or profits, nor reveal what percentages of the 
totals they represent; and (Please turn to page 157 
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“deglamorizing”’ 


-BLBCTRONICS 


A realistic appraisal of the 


industry and its prospects 








BY PF. T. SHELBRICA 


Execrronics, the wonder-working performances of 
the vacuum tube, will open vastly expanded frontiers in 
the post-war world, serving mankind in a host of ways as 
perfect robots. Right now, they are guiding us to vic- 
tory both on the production front and on the battle 
field. 

There is no point in denying the magic of the work- 
ings of electronics. If the industry has been glamorized, 
perhaps overglamorized, in the past, this is not difficult 
to understand, for the electron is doing amazing things. 
And now, countless peace-time applications in the field 
of radio, television, aviation, industry, medicine, science 
and everyday life are ready because of the tremendous 
progress made during the war. Still, a sense of propor- 
tion is required in appraising the investment aspects of 
the industry. 

Few if any industries have had a comparable war 
boom; output of electronic devices for direct war use has 
multiplied faster even than that of the aviation industry. 
Since 1942 production rose over ten-fold and currently 
the electronics industry is turning out special types of 
war equipment at the rate of about $3.5 billion an- 
nually, a greater volume than that of the automobile 
industry in 1939. War has caused great acceleration of 
research and development, compressing virtually ten to 
fifteen years of work into the thirty odd months since 
Pearl Harbor. Much of this work is still surrounded by 
war-time secrecy but there are many signs that electron- 
ics, when fully adapted to peace-time pursuits, may pro- 
foundly change our ways of life. Virtually unlimited 
jobs await electronics with the advent of peace. 

What is (or are) electronics? What future has the 
industry? It appears that the answer to the first ques- 
tion also clarifies the second. Electronics is the science 
of the electrons, really a whole group of processes or 
applications centering in the use of the electron tube. 
In a sense, it is a branch of the art of electrical applica- 
tion. Its significance is evident when noting some exist- 
ing and familiar electronic devices and processes. The 
most universal example is radio with which investors 
have been acquainted for years though without perhaps 
recognizing it as an electronic device. Television and 


130 









iors, eles 
Hi spoil 
mitchen si 
Mights, an 
imireless, q) 
Among 
Ps dio of 
possible t 
lewspa pe 
pedicted 
Macture o! 
und wa 
| In shor 
matic, m 
ill, can 
lectronic 
harges fe 
nd tooli 
len off as 
hat augu 
fonic de 
rained \ 
age poo! 
fained i 
ion of el 
With n 
at elect 
nothing b 
frequency modulation is an electronic process; so fVirtually | 
the X-ray. exist. pote 
Probably most glamorous war-time electronic d@lines, suc 
vice is radar, an apparatus for radio detection angprofits for 
ranging which will find wide commercial applicatiogother wor 
after the war, greatly contributing to safety in air angronic ind 
sea navigation. Peace-time radar will be cheaper an The an 
less complex than that now required by the Arméfhe auton 
Forces. Its installation is envisaged on every ship agent indus 
every transport plane. of technic 
Already in use for some time have been other devicfo electra 
for counting and sorting, for the automatic opening @ndless pr 
doors, controlling of temperatures, speeds and _liquifhiques fin 
levels, and the detecting of flaws in metal producthoted, anc 
There are hundreds of others now. Some of 
To the industrialist, the role of electronics in wabut there 
production suggests new manufacturing techniques {have been 
his regular products. Uses here are indeed numeroilarge nun 
Such operations as electronic welding, brazing, anne 
ing, soldering, paint-drying, gluing and heating = 
facilitate peace-time output as much as war produ 
tion. They are stepping up production and increasil St 
efficiency with a speed and accuracy undreamed a fe 
years ago. No task is too heavy, too precise, or too f 
Ranging the entire field of industrial application, t 
versatile electron tubes and the devices employing the! acme Wire 
can talk, hear, see, remember, count, taste, calcula ps, Bosh 
measure, heat, sort, grade, control and accomplish 3 Emenon Re 
kinds of other tasks. The appended list of uses to whid] Garth 
electronics can be applied is only a partial one. eltaeg: 
Another use of electronics is the application of he | 
in food, and this promises to play a major role int . 
food industry where it is used for cooking, dehyé 
tion and sterilization. The same process can be employ 
in curing rubber, drying sand cores for molding in fo 
dries, drying of textiles and paper during processif 
and the heating of plastic material prior to molding. W 
Through electronics, the post-war home can be clean Tami 
brighter and more healthful than at present, equipp 
with many labor and time-saving devices. An air-C0 
ditioning system that electronically combs out du 
pollen and germs will result in less illness. In refrigé 
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ors, electronic tubes will destroy bacteria, preventing 
he spoilage of food; they will regulate the heat of the 
itchen stove and the furnace, open doors and turn on 
Mishts, and electric diathermy heat for cooking will be 
Mieless, quick and clean. 

Among the latest devices is facsimile transmission by 
Faadio of the printed page which eventually may make 
wssible the simultaneous publication of a nation-wide 
wspaper. A broad field of high-frequency heating is 
gedicted in the furniture field, particularly in the manu- 
acture of curved laminated wood sections. Supersonic 
und waves will be used to detect flaws in metals. 

In short, electronic control devices, substituting auto- 
matic, mechanical action for human judgment and 
kill, can be adapted to almost any purpose. Moreover, 
lectronic devices after the war should be cheaper since 
harges for much of the experimental work, research 
nd tooling for war production have been largely writ- 
en off against high war-time earnings. Another point 
hat augurs favorably for post-war adaptation of elec- 
fonic devices on a wide scale is the availability of 
fained workers, from the skilled scientist down to a 
urge pool of civilian and military personnel, thoroughly 
ained in the manufacture, maintenance and opera- 
fon of electronic equipment of all types. 
With new uses continually found, it is not surprising 
at electronic stocks have glamour. One can visualize 
nothing but a great and growing use for applications in 
irtually every field. Taking this for granted, do there 
exist potentialities for large scale production, along mass 
ic dines, such as have traditionally created multiplying 
1 angprofits for investors in other industries in the past? In 
catiogother words, what kind of investment field is the elec- 
ir angronic industry? : 
r aj The answer is that electronics is not an industry like 
Armeghe automobile or steel industry or most other promin- 
p ament industries. Instead, we are dealing with a system 
of technical application, meaning, bluntly, that there is 
leviqno electronics industry as such, with massive plant and 
ing @ndless production lines. The system of electronic tech- 
liqui@iques finds application in many directions, as already 
yducoted, and not mainly in one direction. 
Some of its uses are in quantity products such as radio 
but there are so many other outlets that there already 
have been, and will be in the future, opportunities for a 
arge number of smaller enterprises, each tending to 
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specialize in one way or another. Like some other in- 
vestment areas, this field of manufacture is a promising 
one for the “little fellow.” 

As a result of these characteristics, we notice that there 
are relatively few “pure” electronic enterprises, that is 
companies exclusively interested in this field. Therefore, 
investment in electronic techniques and products may 
be aimed primarily at (a) companies with important 
but not exclusive interests in the science such as Gen- 
eral Electric, Westinghouse Electric, Weston Electrical, 
Sylvania Electric Products and others; and (b) compan- 
ies producing and assembling electronic devices which 
are sold in large volume. or specialists furnishing equip- 
ment to these companies, such as Philco, Zenith, Radio 
Corporation. 


Varied Fields of Interest 


There are many others which would not quite fit in 
either group. The first type, due to great diversifica- 
tion, tends more to be investment stocks. The second 
type generally carries more investment risk but corre- 
spondingly, there are also the best speculative chances 
to be found in the long run. 

Virtually all companies listed on the appended table 
have a stake, sometimes a major one, in the radio field 
proper, including television. Companies specializing in 
radar, with its promising peace-time potentials, include 
Farnsworth, Philco, Zenith and Radio Corporation. They 
should hold an important place as well in the field of 
industrial application of electronic devices. Companies 
engaged in manufacturing apparatus for prospective 
home uses, as earlier described in this article, include 
Acme Wire, American Bosch, General Electric, General 
Precision Equipment, Minneapolis-Honeywell, Sperry, 
Sylvania, Westinghouse Electric and Weston Electric 
Instrument Co. It must be stated, however, that it is 
difficult to draw dividing lines since there is much over- 
lapping. 

Contrary to a year ago when electronic stocks were the 
fad of the moment, they are now viewed much more 
soberly. Investors are becoming increasingly familiar 
with the fundamentals of the electronic field, and par- 
ticularly with the limitations of electronic stocks as 
investment media, speculative or otherwise. No doubt 
the best way to acquire them is for their long term fu- 
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a 
rod 
cay = “Statist ical Position of Companies Engaged in Making Electronic Devices 
a fe 
o fas Net Avge. Avge. 
1943 Total Work. Book Net Net Div. Current Cur- Divi- Price 
n, W Sales Assets Capital ‘alue Sh. PerSh. PerSh. Div. Price Range rent dend Earnings 
- the ——  $ millions —_—_—_, Per Sh. 1936-39 1943 1936-39 Rate 1936-39 1944 Price Yield ‘atio 
) Acme Wire Co.........00. cevawen cae a) $2.661 008 $15.19 $2.99 $2.38 $2.13 2.05 5434-11 614-22 26 7.8% 10.9/1 
cula | Am. Bosch Corp.........eseeeee-- 50.090 19.404 4.092 12.47 d0.73 1.94 None 0.50* 37%- 3% 193%- 7% 164 3.0 8.5/1 
: POY GOURD c se cccccccccces ?.... 80.447 34.661 17.930 19.40 0.48 494 0.31 1.00 3534- 5% 26 -16% 24% 4,0 5.0/1 
ish al] Emerson Radio........-- pomesioes 11.857 7.501 2.887 8.28 0.76(b) 2.09 None 0.60 Not Avail. 184-12 18 3.3 8.6/1 
hid Famsworth Telev..........00 veces ae 18.080 3. 3.64 d0.53(c) 0.72 None None 954- 2%{(c) 143%%-9% 13 —— 18.0/1 
W General Electric........sccccceeee 1357.780 633.054 196.098 14.22 1.53 1.56 1.55 1.40 H27% Me 3834 3.6 24.6/1 
| Gen. Precision Equipment Co....... 20.964 19.252 7.412 23.57 1.46 2.14 1.26 1.00 3334- 8% 23%-18% 22 45 10.2/1 
| etches cssedceece ssc 2.137 8.34 1.66 12.98 3.27 3.93 3.38 225 36 -7 -26% 28 8.0 7.1/1 
f hei Ken-Rad Tube & Lemp Corp........ 10.695(e) 8.742 2.00 19.07 1.29 3.37 0.66 0.37% 2844- 4% 26%- 9% 24 tS 7.1/1 
: ae 340 0.27: 12.085 9.97 3.51 4.82 2.50 0.50** 120 -4446 44 -36% 42% 1.1 8.8/1 
In | 5 58.236 14.272 15.28 1.38(c) 2.60 1.00(b) 1.05 14-1134(b) 37 -24% 33 3.2 12.7/1 
hyd | 5.1 115.335 4.93 0.32 0.51 0.10 0.20 44%- 4% 12 - 8% 10% 19 20.1/1 
; 19.623 1.939 6.75 0.27 2.80 None None ye % 45%-12% 43% — 15.6/1 
ploy Cl 10.5 2.624 4.43 0.07 0.64 None 0.30 9%- 1% 1%- 44% 6% 44 10.5/1 
f 276.373 21.083 18.07 1.97 3.77 1.45 1.75 51%-10 2934-22% 28 6.2 7.4/1 
ol | 25.650 2.994 23.28 0.34 2.51 0.16 0.50 214-6 16%- 934 16% 3.0 6.5/1 
essi 35.7 13.952 17.20 3.27 1.79 2.31 1.25 5344-15 334%-26% 28 44 15.6/1 
, | 6.378 1.805 7.83 d0.07 0.94 0.12 0.20 14%-1% 94-4 1% «2.5 8.2/1 
ng. § 470.192 186.464 88.04 5.44 6.97 4.38 4.00 16754-6134 108%-91 104 3.8 14.9/1 
| Weston Electr. Instrument.........- 21.781 16.276 8.275 29.71 1.77 3.86 0.84 2.00 33%- 9% 6 -3 33% 5.9 8.6/1 
eané Sie eae 39.451(e) 40.063 6.371 18.32 294 3.63 0.75 1.00 43%-9 444-33% 41 2.4 11.89/14 
11pp* @—Sales not stated, 1943 operating income 1.482 millions. b—1940 figure. e—1939 only. e—1942, 1943 not stated. 
ir-c0 *—Thus far paid in '44; none paid in ‘43. **—Paid since stock split-up. 
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ture and in their various forms of diversification. If 
bought and held with this viewpoint, there may even- 
tually be satisfactory returns in appreciation and income. 

There is no question that electronics, the science and 
its application, will be as lasting as the electrical indu- 
try itself; eventually electronic stocks may merge into 
the continued and justified popularity of the electrical 
equipment stocks generally, in line with their close 
affinity to the electrical field proper. This trend even 
today is fairly clearly defined. This does not preclude 
that industries outside the electrical field will retain, ex- 
pand or initiate manufacture of electronics, especially 
those making devices with electronic application such as 
instruments. 

As to electronic manufacturers, they are agreed that 
they must strive for utility, not glamour, in post-war 
developments. In spite of the tremendous war boom 
they experienced, they harbor few illusions. For one, the 
field is already highly competitive and will become more 
so during the post-war era. Also, a sharp contraction 
of immediate post-war volume is freely conceded though 
the hope is that new ideas and war developinents can 
be quickly adapted to commercial application, thereby 
stabilizing operations at satisfactory levels. Optimis- 
tically, there is relatively little concern about over- 
expansion of capacity in view of the almost limitless 
variation in the use of electronic control equipment. 
These uses, some maintain, have kept pace with the 
growth of existing facilities and many see no ceiling to 
the eventual post-war demand. While this may be true, 
it almost certainly is no immediate post-war expectation. 
The long-term secular trend may be upwards but the 
probability if not certainty of an immediate post-war 
contraction of volume to $1 or $1.5 billion annually is 
freely anticipated. This would still be twice, perhaps 
three times pre-war dollar volume. At the beginning of 
1942, the latter came to about $400,000,000. Electronic 
stocks thus may be called “straddle type” equities, the 
companies having virtually no reconversion problem; 
but an important readjustment problem arises at the 
war’s end. War volume cannot possibly be equalled for 
quite some years after peace; the war has violently dis- 








Some of the Many Jobs for 


Electronics 
COMMUNICATIONS IN INDUSTRY: 
FIELD: Safety devices 
Broadcasting Prospecting 
Telephone and telegraph X-ray examination 
Radar Machinery control 


Sound recording 
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torted the demand curve but the main trend over man 
years should be upward. It is in this sense only thy 
electronic stocks have “growth potentials.” 

Under the circumstances, careful selection is a requ 
site for successful long-term investment. Greatest he 
for capital and income is obviously found in stock 
of companies with diversified lines, where electrons 
are merely one of a number of interests or producy 
Oustanding as such are General Electric and Westing 
house Electric, the only investment-type equities in th 
field. But their electronics business is dwarfed by th 
enormous volume of regular electrical equipment ou, 
put, offering a proportionately small degree of pa 
ticipation in electronics potentials. 

Others, some fairly well diversified but all speculatiy 
in varying degree, include the following: 


Companies Active in Electronics 





Radio Corporation, largest of the “pure” electroni 
companies. It holds important patents, manufacture 
tubes, electronic transmitting and receiving equipmen| 
and also does commercial communications business anf 
radio broadcasting. Its record is well known, disap 
pointingly so up till only a few years ago. While 4 
fundamentally sound situation, the stock is highly spe 
ulative. More recently, moderate amounts were earne( 
and paid on a large share capitalization. 

Philco is normally a large-volume producer of radij 
receiving sets, radio tubes, radio-record players, refrig 
erators and storage batteries, and has also become a 
important maker of electronic equipment. The past rey 
ord is one of profitable operations and augurs well fq 
satisfactory future results with diversification in_ othe 
fields a stabilizing factor. The capital structure is simpli 

Zenith Radio, another satisfactory earner in the highly 
competitive radio field, is one of the three largest ma 
ufacturers of radio equipment and of late increasing! 
active in television and frequency modulation, as we 
as electronic equipment manufacture. Other producti 
includes storage batteries and wind-driven electric get 
erators. Active in research and with an aggressive ma 
agement, the company’s stock should hold above avera 
potentials in its field. 

Crosley Corporation, with a spotty earnings recor 
over the past ten years has considerably diversified opt 
ations, making radio receiving sets, electrical appliance 
and small-sized automobiles. At present holds importai 
Government orders for radio and electronic equipmetl 
Uncertain long-term outlook detracts from appeal, ttl 
dering the stock highly speculative though eventual 
more stable earning power is possible. 

Farnsworth Radio & Television Corporation has ¢ 
veloped television patents and made television transmij 
ters and receivers. It normally takes radio and radi 
phonograph sets but is now wholly devoted to war woll 
notably radar. Earnings were small until recently ai 
no dividend has been paid on the stock which is whol 
speculative. 

Hazeltine Corporation is a patent holding compai 
in the radio and television fields with income mail 
derived from royalties. Company engages in patent 
velopment and consulting engineering in the afoi 
mentioned fields. It now has important Governmel 
contracts. Substantial earning power has developed v4 
a period of years. 

Raytheon Manufacturing Co. is a small but old-esta 
lished maker of electronic tubes for radio receiving ai 
other purposes; it also makes (Please turn to page 19 
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Courtesy Dumont Television 


As liberation of Europe proceeds, the veil is being 
lifted from the monetary maze created by war and years 
of enemy occupation. Untangling the monetary chaos 
will be a hard job, as the Belgian troubles show. That 
country is attempting a drastic and painful process of 
deflation and in doing so its Government is facing wide- 
spread non-cooperation, violent attacks and possible over- 
throw. 

Here is what the newly returned Belgian Government 
has done or is trying to do. Prices have been fixed at 
65% above pre-war levels, implying a drastic price de- 
flation. In order to shrink the greatly expanded currency 
circulation, all bank notes of 100 francs or larger have 
been called in and holders were issued new notes to the 
maximum limit of 2,000 francs, the balance being cred- 
ited to blocked accounts. All existing bank deposits are 
blocked with withdrawals limited to 10% or the balance 
existing at the time of German occupation, whichever 
greater. Back of this policy is the calculation that with 
the Belgian franc fixed at 176 to the pound sterling, the 
note circulation—now nearly 100 billion francs—must be 
reduced by 30% to 40% and will then be sufficient to 
meet business requirements as in 1939 on a price level 
equivalent to that of Britain. 

To succeed, such a draconic and arbitrary deflation 
scheme requires fullest popular cooperation and firm gov- 
ernmental controls, but not unnaturally, the decrees 
proved highly unpopular. One of the worst reactions 
has been a “‘strike’” by farmers who are reluctant to sell 
their produce at the new price ceilings. To assure badly 
needed food supplies, the Government was compelled 
not only to send fleets of trucks around the country to 
extort farm products but also to raise legal wholesale 
prices for cattle and milk while leaving retail ceilings 
unchanged, making up the difference with subsidies. 

The experiment is now in its initial and most difficult 
stage. There have been popular demonstrations in Bel- 
gian cities and a loud chorus of press criticism. Lack of 
control over local administrations and the strain im- 
posed on the country’s transport system by allied military 
requirements are anything but facilitating “the road 
back.” Unless farmers cooperate and distribution is im- 
proved, the bold attempt to bring order out of chaos is 
doomed to failure. Unfortunately, once inflation has 
done its harm, it is impossible to undo it, equitably, by 
a reverse policy of deflation. Inevitably the latter merely 
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causes new injustices, difficulties and hardships and more 
likely than not results in economic stagnation, unem- 
ployment and the throttling of production. This stark 
fact is now confronting the Belgian Government and the 
Belgian people; little wonder that the deflation edicts 
have proved highly unpopular. Presumably to reassure 
their own populations, considerable criticism of the Bel- 
gian experiment has been expressed by the Governments 
of other countries still awaiting liberation, including 
Czechoslovakia, the Netherlands and Norway; it explains 
the French Government's hesitation to act. The pros- 
pect is that each liberated country will adopt its own 
reform measures to suit its own particular political, social 
and economic conditions, presaging a variety of financial 
experiments that may not be exactly conducive to quick 
return to a stabilized world economy. 


* * * 


In France, the central administration hesitates to take 
any deflationary action. The situation there is different, 
however, from Belgium’s. Conditions are still very much 
unsettled, communications defective and unreliable. 
Typical is the reported admission by the Bank of France 
that even today, three months after the liberation of 
Paris, it still doesn’t know its own position. It has been 
unable to contact its provincial branches except by post- 
card. The Government controls. the country only par- 
tially. Some regions are still enemy-occupied, others 
practically self-governing. Thus with information in- 
complete in respect to nationwide conditions, the Gov- 
ernment can hardly proceed with measures for economic 
and financial restoration. 

Black markets continue to flourish everywhere and 
nothing has been done so far to reduce or neutralize in 
part the huge volume of outstanding currency. But three 
steps recently taken appear to hint that in meeting the 
inflation problem, French policy will be less drastic and 
arbitrary than that of its Belgian neighbor. 

The value of the franc has been fixed at fifty francs 
to the dollar and two hundred francs to the pound ster- 
ling. All gold transfers have been banned and surrender 
of all corporate gold holdings has been decreed. All 
individual and corporate holdings of foreign securities 
and currencies must be deposited with banks. Finally, 
confiscation of illicit profits arising from trading with 
the enemy was decided upon. It is obvious that the fore- 
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going franc valuations constitute substantial overvalua- 
tion in terms of the franc’s present internal purchasing 
power, a Situation that cannot endure indefinitely. 
Eventually, the paring knife must be wielded realistically 
despite the Government’s reluctance to undertake a fur- 
ther debasement of the currency. Meanwhile, a black 
market in money has sprung up where dollars can buy 
far more francs than the official exchange rate allows. 
In other words, the problem has been postponed for the 
time being, but certainly not solved, or even tackled. 

Indicative of the size of France’s inflationary problem 
are the following data. Note circulation is around 600 
billion francs, over four times pre-war. The budget deficit 
for the current year is officially estimated at 120 billion, 
and the national debt totals 1,650 billion francs, com- 
pared with a pre-war debt of 460 billion. There is no 
national price level as such; prices differ throughout the 
country. even for essentials. Prior to liberation, prices 
were estimated at least 200% above pre-war levels. 

During four years of occupation, France’s rural popu- 
lation has profited hugely from the black market with 
the connivance or cooperation of the Germans; as a re- 
sult, it is now holding a great part of the country’s 
wealth and its currency hoard alone has been estimated 
to exceed 200 billion francs. This poses a difficult prob- 
lem for the Government, for cooperation of the peasant 
class is all but indispensable to the success of any future 
financial reforms. Hence predictions that no French 
Government will dare sweeping cancellation of bank 
notes or blocking of bank deposits. It is believed this 
also explains why there has been no attempt so far to 
demand surrender of individual gold holdings. 

* * * 


But nowhere are conditions even faintly approaching 
those of Greece, now undergoing a most desperate cur- 
rency plight. Inflation has been such that the drachma, 
national currency unit, is held beyond salvation. The 
drachma, worth about one American cent before the 
war and two-thirds of a cent up to the German invasion 











ty 


Underwood & Underwood 
The Eiffel tower at Paris. 


of Greece has now depreciated to the extent that, ac- 
cording to latest reports, it now takes eight trillion 
drachmas to buy a gold sovereign ($4.87). All that can 
be done, it is believed, is to ease its departure and begin 
all over again, as Germany did after the last war. But 
so far, Greek officials have shrunk from applying the 
stern measures the situation calls for. In the meantime, 
hunger is lending a new edge to political strife in that 
hapless country and disorders are mounting. 

The Dutch, understandably, will not tackle their mon- 
etary problem until full liberation is achieved; mean- 
while their Government is recognizing all currency now 
in circulation in liberated areas as of equal value. This 
includes Allied occupation currency, ration guilders and 
the new liberation money. Czechoslovakia faces a similar 
problem; there, too, three currencies are circulating: the 
new liberation money issued by the Russians, the Hun- 
garian pengo and the Slovakian crown. 

* * * 


Europe’s monetary maze and the wild fluctuations 
that are bound to occur until things settle down to a 
more orderly design after major goods shortages have 
been relieved, augur ill for early implementation of the 
Bretton Woods monetary agreement. Already we hear 
that in Britain, the latter for the time being has been 
pushed aside as academic by the more immediate and 
acute currency problems described in the foregoing. But 
in the face of these, Britain is not remaining idle; she 
is vitally interested in earliest restoration of financial and 
economic order on the Continent and closest possible 
cooperation in these spheres. 

Several steps have been taken in that direction. One 
is the recent British-Belgian agreement, first move to- 
wards European monetary cooperation. A similar Anglo- 
Dutch agreement is to follow. Purpose of both is sta- 
bilization of exchanges and facilitation of trade. 

France, Norway and Denmark, it is predicted, will con- 
clude similar arrangements with Britain as well as with 
each other, thus completing the western European finan- 
cial link-up. These agreements are intended to be suff- 
ciently elastic to be fitted, eventually, into the Bretton 
Woods agreement, an intention which is expressed in 
both the Anglo-Belgian and the preceding Belgo-Dutch 
agreements. But according to competent opinion, they 
must also be viewed as “reinsurance” against the possi- 
bility of failure of Bretton Woods to’become the practi- 
cal instrument it was designed to be. 

Other steps contemplated are complementary tariff 
agreements to facilitate commercial exchanges under free 
trade or a low tariff. In the Anglo-Belgian agreement, 
an initial move in this direction has been made by waiv- 
ing all duties on reconstruction goods exchanged between 
the two countries. Britain, it can be seen, is losing no 
time to strengthen her position on the Continent and to 
draw closer around her the nations making up the British 
sphere of influence in Europe. 

In this connection, there is talk that some form of 
association among western European countries may be 
discussed formally in London very soon. Starting with 
France, Belgium and Holland, it is hoped that the asso- 
ciation would later be widened to include the Scandi- 
navian and other countries. British willingness, even 
eagerness, to bring this about is a matter of record, and 
resurgence of Russian influence may well facilitate it. 

* * * 

Considering the troubled state of most currencies and 
the steady march of the Allied cause toward victory, it 
is with no particular surprise that we record renewed 
evidences of the pre-eminence (Please turn to page 155) 
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——GIANTS of HERALD SQUARE-—— 





BY GEORGE 


Desprre all the predictions in the past two years 
that the business of department stores had reached its 
peak and would decline, sales have continued to go 
higher. The talked-of decline had been based on the 
assumption that so many lines of goods would be un- 
available that it would more than offset the increased 
supply in other lines. 

(t is true that any retail store one may enter does not 
have this or that article, nor any substitute for it. Whole 
departments have been discontinued, but on the other 
hand, new lines have been found. A great scarcity of 
some items exists, such as silk stockings and nylon ho- 
siery, and these once were the top selling items in many 
establishments; yet total sales of hosiery today are much 
larger in numbers and in dollar volume than ever be- 
fore, with rayon, cotton, wool and mixtures in very 
liberal supply. Some lines of furs are scarce; others are 
plentiful. Kitchen utensils, household appliances etc., 
are non-existent in some categories, in small supply in 
others. Luxury lines are booming, despite the stiff ex- 
cise and sales taxes. The present Christmas season is 
going to be very short in toys, and it is predicted that the 
supply will be used up long before the scheduled ap- 
pearance of Santa Claus, but there are many substitute 
gadgets and novelties and those who have not done their 
shopping early will turn to something in the latter lines, 
or select articles of clothing or adornment. With all of 
the shortages, ceiling prices and high taxes, it is indi- 
cated that the department stores are heading into a 
record holiday business this year. 

The sustained high war-time volume has been quite 
profitable but it was not without its problems. The ris- 
ing cost of labor is one, but even that can be offset. The 
shortage of available help and the lack of experienced 
salesgirls cannot be offset entirely, and it is adding to 
the cost of doing business. A department store executive 
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recently said that his store could have done 30% more 
business if all of the high class help that was needed had 
been available. Delivery problems is another “headache” 
for store executives, with a very material reduction in 
help, gasoline shortages, vehicle shortages, and rigid 
O.P.A. rules as to the frequency of deliveries. Getting 
goods from manufacturers and jobbers is another diffi- 
culty. It is said that “once the salesman waited, hat in 
hand, for the store buyer to give him half a minute, and 
blessed the buyer when he got an order.” Now, the 
buyer begs the manufacturer to please give him one- 
third of the deliveries which had been promised for six 
months ago. 

Yet the public is buying so eagerly, taking what is 
offered, and store profits have held up very well, despite 
very heavy costs and taxes. When the war ends, even 
with some material increase in unemployment likely, 
there is not much of a decline in spending looked for, 
as the American people have some hundred odd billion 
dollars saved, and a goodly slice thereof is waiting for 
the time when much-sought merchandise is again on 
store shelves. 

No conversion problem confronts department stores. 
A few items for military use will be discontinued and 
certain substitute lines will lag and may have to be sold 
at sacrifice prices but that is about all. 

So much for the general picture of the department 
stores. Now for a comparison of two of the leading 
store systems, R. H. Macy & Co., Inc., and Gimbel 
Brothers, Inc. Both had their roots nearly a century 
ago, in a small store of their founder, with Gimbel pre- 
ceding Macy by years of operation of a country store. 
Rowland H. Macy started a city store, at Sixth Avenue 
and Fourteenth Street, New York, in 1858. Any old 
Greenwich Village family can recite the history of its 
early days, the growth to steadily larger quarters at the 
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same spot, until 1t moved to its big building at Broadway 
and Thirty-fourth Street in 1902 as the largest store in 
the world. The present company was incorporated in 
1919, but its stock was closely held for a time after that. 

Gimbel Brothers had grown steadily, had gone to 
large cities and consisted of three units when the present 
company was incorporated in 1922. Its Milwaukee unit 
was formed in 1887, its Philadelphia store in 1894 and 
its New York house in 1910. 

Both companies have further expanded vigorously in 
the past twenty-five years. Macy greatly extended its floor 
space in its main store, through additions built from 
time to time, and it has a large number of buildings 
owned or leased in the New York area, including ware- 
houses, garages, a factory, numerous delivery depots, etc. 
It made its first outside acquisition in 1923 and today 
owns the two Davison-Paxon stores in Atlanta, Ga., L. 
Bamberger & Co. in Newark, N. J., the Bamberger 
Broadcasting Co. (WOR), half of the Mutual Broadcast- 
ing System and the La Salle & Koch Co. store in Toledo, 
Ohio. With May Department Stores, it is jointly inter- 
ested in Affiliated Retailers, Inc., which is to handle 
many lines of merchandise in both the durable and soft 
goods fields. Other stores may be invited to participate 
in the last-named venture. Macy also operates suburban 
and resort branches, or order facilities. 

Additions to the Philadelphia-New York-Milwaukee 
stores of Gimbel have been Gimbel Bros. store in Pitts- 
burgh, Saks Thirty-fourth Street and Saks Fifth Avenue 
in New York, Saks Fifth Avenue in Beverly Hills, Cal., 
Chicago, Detroit, and smaller shops in Miami Beach and 
Palm Beach, Fla. 

Both are really chain stores, with total sales ranking 
with some of the largest groups in this field. 

Capitalization is not far apart. Macy has $17,966,250 








Statistical Comparison 


R. H. Macy & Co. Gimbel Bros., Inc. 
Capitalization 


7 eo ee $17,966,250 $21,609,775 
Preferred stock, shares. ........0-s005 165,000* 183,179 
par $100 no par 
Common stock, shares...........+000+ 1,656,000 977,300 
no par no par 


*Issued August 1, 1944. 


Year to Year to 
Income Account July 27, 1944 January 31, 1944 


Pi cbectsbeebedebecacacnesen $169,897,774 $164,318,208 
Profit before Federal taxes............ 12,078,810 15,668,104 
Percent profit fo gross.........see0005 i % 4 
Federal income taxes. .......-.-00005 $7,960,000 $11,500,000 
Per share taxes, on common stock...... $4.80 $11 1, 


Net earnings per share common....... . 
*Before contingent reserve which was equal to $1.02 a share 


Earnings on Common, per share, fiscal years 





1932-1935 annual average........... $2.44 def.$3.11 
1936-1939 annual average..........- 2.08 0.55 
1940-1943 annual average........... 2.01 1.44 
Us oO G6 bua nies 600'0.6.560.05 00050408 6.85 def. 3.69 
Dividend record, per share on common, calendar years 
1936-1939 annual average........... $2.19 nil 
1940-1943 annual average........... 1.89 $0.11 
SEMsbbiessobecneees bos pens s os $2.00 plus stock* 0.90 
*See text 
Balance Sheet July 27,1944 January 31, 1944 
Ee eee $93,552,542 $81,372,021 
Cash and marketable securities......... 22,334,522 7,520,688 
aR MMNONR 5052 565b5e5s0050500- 7,289,637 2,524,592 
DRUMNNENE) 0000 0.00000200000000000%68 23,140,670 26,733,221 
Total current assets. .........2eeeeee 54,322,510 47,501,057 
NS re eee 491, 36,528,136 
Net current assets per common share”... $6.01# n 
Book value of common, per share...... 26.61 # $27.96 
*After deduction of prior securities 
he preferred stock is deducted even though not issued for several days after 
the report. 
Market prices for common 
1936-1943 range, high-low........... 654-174 2934- 4 
1944 range, high-low..........seee0e 38 74*-2634 2034-1134 
DUEG GUN. vocdccccccveccsccccecccs 25514 48% 
Recent Sa ee 2914 20 


pric 
*Before the 10% stock dividend 
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Long-Term Earnings Record | 
(per common share) | 





Macy Gimbel 
$6.70 $7.04 
10.05 6.49 
13.18 3.03 
16.66 0.09 
6.86 def.3.69 
6.70 def.0.52 
2.20 def.5.81 
2.02 def.1.83 
3.06 2.08 
2.52 1.12 
1.42 def.0.76 
2.36 0.23 
2.57 1.21 
1.68 2.13 
1.84 2.26 
2.14 2.10 
2.48 3.12 

















funded debt and Gimbel $21,609,775, the former con. 
sisting of $10,910,000 214% sinking fund debentures of 
1952, notes payable of $6,525,000 and $531,250 in mott- 
gages. Gimbel has $15,543,775 in mortgages and $6,066, 
ooo in notes payable. Macy formerly had large mort. 
gages but they were paid off with the proceeds of the 
debenture issue. 

Gimbel preferred was a 7% stock until 1936, then was 
exchanged for a $6 issue. Macy had a 7% preferred until 
its retirement in 1936. A new 414% preferred was issued 
on August 1, 1944, which will be discussed later. The 
outstanding shares of preferred stocks are nearly equal 
in number with 165,600 shares of $100 par value for 
Macy and 183,179 no par shares for Gimbel. Macy 
has much more common stock, its 1,656,000 shares 
comparing with 977,300 shares of Gimbel common, both 
of no par value. 

It is in the matter of past earnings that the widest 
disparity is found. In the first years of the 1920s, both 
companies did well and respective earnings were fairly 
even in 1923 when Gimbel earned $7.74 a share on its 
common and Macy $7.31, while in 1924, Gimbel went 
ahead to $10.37 a share against $7.31 for Macy. These 
figures are on the amount of common outstanding at the 
end of each fiscal year. 

Thereafter, earnings of Macy decisively overtook those 
of its competitor, as evident from the accompanying 
table of long-term per share earnings. During the de- 
pression of the Thirties, Macy averaged about $2 per 
share while Gimbel reported several sizable deficits, the 
worst in 1932 when a deficit of $5.81 was reported. Both 
companies showed improved earnings in 1936. 

The fiscal years 1939 to 1943 saw the change which 
put Gimbel ahead. In these five years, net per share 
was 23 cents, $1.20, $2.13, $2.26 and $3.12 (before $1.02 
contingent reserve). Macy reported $2.38, $2.57, $1.68, 
$1.84 and $2.14 respectively, and $2.48 for the 1944 
fiscal year. If Gimbel can retain this earning power 
henceforth, its former poor record will gradually dis 
appear as a market factor. The rise in the stock in the 
past year indicates that it is no longer as prominently 
emphasized as it was before 1943. 

In the 1944 period, Gimbel had shown larger earn- 
ings per share than Macy for the third successive year. 
Total sales of Gimbel in the 1944 period was only $514 
million behind Macy. Because of the greater funded 
debt, Gimbel had more than $600,000 over Macy in 
interest charges. The net before taxes of Gimbel was 
nearly $3,600,000 over that of Macy in their 1944 re 
ports. Operating margin of Gimbel was 2.4% higher 
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than that of Macy. Macy’s superior back record how- 
ever saved the company a lot of taxes, for the 1936-9 
base for taxes meant that only 63% of net income went 
to the Federal Government, while Gimbel paid 73% of 
its profits to the tax collector. Gimbel had a large de- 
duction for its preferred dividend while Macy paid none 
in the past fiscal year; yet final net on Gimbel common 
came to $3.12 a share (before contingent reserves) and 
Macy’s to $2.48 a share. Price-earnings ratio of Gimbel 
common is 6.4 to 1; Macy’s 11.9 to 1. 

The past ana recent dividend record runs very heavily 
in favor of Macy. After it had retired its 7% preferred 
stock, the first common dividend was paid by Macy in 
1927, and paid every year since. Before that, two shares 
of common had been given for one in 1922. Stock 
dividends of 5% each year were paid in 1928 to 1932 in- 
clusive, with valuable subscription rights in 1928 and 
again in 1929. With but one exception, from 1927 
onward, at least $2 a share had been paid in every year. 
In 1944, the payment was $2 a share and in addition 
on August 1, a 10% dividend in new 414% preferred 
stock. Because of this special distribution which will 
bring income to the common shareholders who keep the 
preferred, an equivalent reduction in the common divi- 
dend is to be made in 1945, with a quarterly payment 
of 40 cents a share on the common to be paid in January. 

Gimbel paid its first common dividend in 1943, with 
45 cents a share for the year, and total 1944 payment 
is go cents. The last three payments of 25 cents each 
indicate at least $1 for next year, and with earnings 
running as high as they have been and no serious de- 
cline indicated, a larger dividend may be reasonably 
expected. The present Gimbel $6 preferred has re- 
ceived its dividend in full since it was issued in 1936. 
The former 7% preferred did not get dividends from 
February 1, 1932 until April 15, 1936, resulting in an 
accrual of <€%. This was taken up in the later ex- 
change of 114 shares of new $6 preferred for each share 
of the old 7% stock. 

The financiak position of the two companies at the 
end of the 1944 fiscal periods was good, with Macy in 
the stronger position. The latter had nearly triple the 
cash and cash assets, but Gimbel receivables and inven- 
tories were larger. The matter of inventories may be of 
increasing importance, as prices have been, and _pre- 
sumably will be, further tending upwards. 


Balance Sheet Positions 


Macy’s total current assets were $6,800,000 larger and 
its net current assets $9,900,000 larger than Gimbel’s. 
Upon deducting bonds and preferred stocks at their 
stated value from the Gimbel net current assets, there 
was no balance for the common stock. Taking out the 
bonds and the recently issued preferred from the Macy 
net current assets left the equivalent of $6.01 a share 
back of the common stock. 

Fixed assets as carried in the Macy balance sheet at 
the end of the 1944 fiscal year were $34,797,023, but this 
was after charges for depreciation and amortization of 
over $36,000,000. Gimbel’s fixed assets in the last bal- 
ance sheet were $29,864,341 after depreciation and 
amortization of over $16,000,000. The owned properties 
of Macy were valued after depreciation at nearly $20,- 
800,000, those of Gimbel at nearly $21,500,000. Store 
equipment, fixtures and delivery equipment of Macy 
were carried at $4,182,707 and those of Gimbel at $3,- 
118,440. These figures were after reserves. 

Although the new Macy preferred had not been issued 
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at the end of its 1944 fiscal year, it came so soon after- 
wards, with no cash received for it or any addition to the 
assets, that its par value should be deducted before cal- 
culating the book value of the common stock. On this 
basis, book value of Macy common was $26.61 a share 
compared with $27.96 a share for Gimbel common. Both 
companies had long since eliminated their former large 
items of goodwill, each of them carrying it at $1. Re- 
serves carried by Macy at $5,213,510 were equal to $3.15 
a share 4nd with that added to the book value, the net 
asset value of the common was $29.76 a share. The Gim- 
bel reserves of $3,238,028 equalled $3.31 per common 
share and brought the net asset value back of the com- 
mon to $31.27 a share. 

The record of market prices for the two stocks runs 
heavily in favor of Macy, up to more recent times. It 
was one of the blue chip issues in the 1920s and made a 
record high of 25514 in 1929. It had been at a low of 
57 in 1922 after the two for one split up. In following 
years, it had been increased three-fold through subscrip- 
tion rights, and then 1/15th more through additional 
rights. Gimbel made its record high at 83 in 1925, and 
slipped off in price, with occasional periods of recovery, 
during the time when the great bull market of 1925-9 
was in full swing. Its best price in 1929 was 4814. The 
record low on the two stocks was 17 for Macy in 1932 
and 75 cents a share for Gimbel in 1933. 

Macy common rebounded to 6534 in 1933, more than 
tripling the low of the year before, but that price has 
never fully been equaled since, although it did get to 
6514 in 1936. The subsequent low for it nearly matched 
that of 1932, when it got to 1714 in 1941. The best figure 
since was 387%, established before the stock dividend 
was paid a few months ago. Gimbel had a tremendous 
recovery from its 1932 low and went to 293 in 1937, 
which has not been closely approached since then. The 
low of more recent years was 4 in 1942, from which it 
recovered to more than five times that figure quite 
recently. 

The investment market has quite properly placed a 
high valuation on Macy preferred, with every indication 
that its dividend should be covered amply. It is a 

444% issue, callable at 10714 and recently sold around 
its call price, with the yield under 4%. Gimbel pre- 
ferred has been increasingly taken for investment and 
seems entitled to a stronger position than it has reached 
yet. In the past four years, (Please turn to page 156) 
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BY J. CGC. CLIFFORD 


Nast-KELVINATOR CORPORATION was incor- 
corporated as Nash Motors Company in 1916 (as suc- 
cessor to Thomas B. Jeffery Company), and in January 
1937, when the merger with Kelvinator Corp. was con- 
summated, the present title was adopted. 

Nash Motors was one of the leading independent 
makers of motor cars. It took over 21 factory buildings 
of the old Jeffery Company in Kenosha, Wisconsin 
(which had been in business since 1901), and prospered 
under the leadership of Charles W. Nash. Net earnings 
for common stockholders jumped from $1,123,000 in 
1918 to $6,692,000 in 1920. Despite the depression the 
company earned $1,937,000 in 1921, and profits then 
began a rapid climb to the all-time peak of $23,206,000 
in 1926—equivalent to $8.50 on the old stock. 

In 1922, three shares of new preferred and four shares 
of common had been exchanged for each share of old 
common, and in 1926 10 shares were handed out for 
each share previously outstanding, and the preferred 
stock was also retired. Generous cash dividends had 
been paid. The old common sold at $630 in 1922, while 
the split-up common climbed to $488 in 1925. From 
there on the going was a little slower, the new split-up 
stock only reaching a high of 1187% in 1929. While mar- 
ket prices prior to 1922 are not available, it is easy to 
understand the fortunes that have been made in the 
motor stocks during this period of great prosperity in 
the industry. A holder of one share of Nash in 1922 
became the possessor of 40 shares in 1926, plus 3 shares 
of preferred which were cashed in at $315. 

After 1926, however, the game became more com- 
petitive. Earnings had dropped to $18,014,000 by 1929 
and to $1,030,000 in 1932, by which time the common 
stock dropped to 8. And profits did not recover after the 
ear of the big slump—the company was in the red dur- 
ing 1933-5—but it managed to make a little over $1,- 


000,000 for stockholders in 1936 (prior to the merger 
with Kelvinator). 

The company had, however, maintained an extraor- 
dinarily strong cash position, net working capital (mostly 
in cash and Government bonds) amounting to over $37 
million in 1931. In 1936 it still exceeded $26 million 
despite a string of bad years. In thateyear Kelvinator 
(with assets of about $21 million compared with $38 
million for Nash) was acquired and merged, through 
an exchange of stock on the basis of 134 shares of Nash- 
Kelvinator for each share of Kelvinator. Under the 
merger terms, 6214% of the new stock was owned by the 
Nash stockholders and 3744% by former Kelvinator 
stockholders. In the following year 55% control of 
Electromaster, a small Detroit maker of electric ranges 
and water heaters, was also acquired. 

Kelvinator had apparently started business about 1917 
with annual sales of some 50 electric refrigerators. By 
1921 sales had jumped to over 2300 and the company 
had reached the $1,000,000 class. A modest initial div- 
idend was paid in 1923. From here on a series of 
mergers with other refrigerator companies ballooned the 
company’s operations, and in 1925 the then Kelvinator 
Corp. (incorporated that year under another name) re- 
ported net sales of $15,439,119. Net sales rose to $21,947,- 
344 in 1929 and, with only a moderate drop in 1932-3, 
jumped to $31,669,442 in 1936. However, net earn- 
ings remained rather irregular, with deficits—hard to ex- 
plain—in the years 1927-8 (the red ink being apparently 
due to an over-ambitious advertising and sales campaign). 

Kelvinator slipped through 1932 with net income of 
$102,701—gc a share—and by 1936 had pushed profits 
up to $1,552,163 or $1.34 a share—considerably below the 
peak profits of 1925-6. The company’s working capital 
position around the time of the merger was comfortably 
in excess of $8,000,000, thus adding to the strength of 
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the Nash balance sheet as outlined before. 

Meanwhile, both the automobile and refrigerator in- 
dustries became more competitive, as public buying 
power lagged. While net sales for only 10 months of 
1937 exceeded $80 million, they dropped to some $54 
million in the bad year 1938. The merged company had 
earned 85c a share in 1937, but reported a deficit of 
$1.78 in 1938 and 37c in 1939. The company emerged 
modestly into the black in. 1940 with 35c earned per 
share, and in the following year with a jump of about 
two-thirds in net sales to $122,045,258 was able to earn 
$1.08. Despite a further gain in sales, however, profits 
have remained under the dollar line in 1942-3, and for 
the fiscal year ending September 30, 1944, only about 
8oc is expected. 

The company still maintains a huge cash reserve— 
about $54,000,000 as of March 31, 1944, with net cur- 
rent assets of over $33 million. There is no funded debt 
or preferred stock, and the 4,291,190 shares of common 
have a book value of $11.34 each of which about $8.00 
represents net working capital. Property account has been 
written down to less than $12 million (plus about $5,- 
560,000 miscellaneous assets, principally unconsolidated 
subsidiaries). 

The company has, of course, gone heavily into war 
work, with an extremely small profit margin. Net sales 
last year were $185 million, out of which stockholders 
realized only about $4 million—a ratio of about 214%. 

The company’s gross business has continued recently 
to climb at an astounding rate: sales for the g months 
ended June go this year were $210,609,000 compared 
with $124,803,586 in the corresponding previous period 
—but despite this gain only 52c a share was earned con- 
trasted with 48c last year (in the June quarter 16c vs. 
igc. War business has consisted principally of aircraft 
engines and propellers, under license from United Air- 
craft. Plants have been expanded by Government- 
financed construction. In order to handle this huge busi- 
ness the company first used Government advances, and 
then arranged (late in 1943) a $75 million VT credit, of 
which $41,250,000 had been drawn down by March 31 
this year. By August, however, this had been reduced 
to $15,000,000. 

The company announced last May that it would soon 
begin large-scale production of Pratt & Whitney R-2800-C 
engines, rated at 2100 horsepower and equipped with 
water injection, and also four-bladed propellers. It had 
previously been producing 2,000 horsepower engines, and 
three-bladed Hamilton standard hydromatic propellers. 
Miscellaneous war products have included hydraulic 
speed-controlled governors for propellers, machine-gun 
mounts, incendiary bombs and many other military 
items. Manufacture of Sikorsky helicopters for the Army 








Comparative Statistical Data 
Fiscal years ending 
Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 
1939 1940 1941 1942 1943 
Sales ($ mills)......-.ceeee 72.5 35 122.0 82.1 184.9 
Depreciation ($ mills)....... £3 t.3 1.3 1.2 1.2 
Net income ($ mills)....... D1.6 +3 4.6 3.8 41 
FJ Operating Inc. of sales... D .2% 4.5% 8.5% 10.0% 6.1% 
% earned on invested capital. D4.0% 3.7% 10.4% 8.6% 9.2% 
Earned on common per share. D$0.37 $0.35 $1.08 $0.89 $0.96 
Earned on common % of 
market price.....++.eeee D2.4% 2.3% 1.0% 5.7% 6.2% 
Dividend rate........++-+++ nil nil 25 .50 50 
Dividend yield.......-.++. —_ 1.6% 3.2% 3.2% 
Current assets, per share..... $6.55 $6.18 $8.94 $12.25 $19.00 
Book value, per share....... $9.21 $9.56 $10.38 $10.77 $11.41 
Net current assets, pershare.. $5.00 $4.42 $5. $7.08 $7.80 
Cash assets per share.......- $3.98 $9.65 $4.70 $5.11 $8.42 
Current ratio... ..ccccccces « @A 3.5 3.0 2.4 tt 
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Earnings Record 
EARNED PER COMMON SHARE: 


Lo CR oe $0.96 1938 D1.78 
TEAR se ccc cc cseees 0.89 1937 0.857 
WER isiscaccosccwe 1.08 1936 0.60 
Ce CORR Renee 0.35 1935 0.14 
TGIF. 00 cecccsces D.37 1934 D.10 


TEN YEAR AVERAGE $0.26 


Recent market price of common 1514 
Market value of common: 

4,291,190 shares @ 1514 = $66,510,000 
Net tangible assets = $52,204,000 
Net assets applicable to common = $47,681,000 
Net current assets = $34,321,000 
Average earnings (ten years) on common stock price: 1.68% 
*Maximum earnings on common stock price: 7.0% 
*Minimum earnings on common stock price:— 
* Adjusted to price of old stock 

#Ten months. 




















Air Forces began during the year. On September 15th 
it was announced that the first helicopter had completed 
its test flights for the Army, and that large-scale produc- 
tion was being started. 

While renegotiation problems are not serious, and 
a moderate reserve for reconversion has been set up out 
of earnings, it is obvious that stockholders cannot ex- 
pect any substantial share earnings during the wartime 
period. The larger the gross sales, the smaller has been 
the percentage gf profits for stockholders. What are the 
prospects for the post-war period? 

The immediate post-war outlook depends, of course, 
upon the time required for reconversion. Among the 
factors which will affect the speed with which the motor 
companies can reconvert after V-E Day are the follow- 
ing: (1) the character of munitions work—and the ex- 
tent to which it is involved in the Pacific war; (2) the 
degree of dependence on parts manufacturers; (3) the 
speed with which parts makers can get back to civilian 
output; and (4) the ability to obtain machine tools. 
These factors will affect not only the speed of reconver- 
sion but the cost, as some companies may find it neces- 
sary to obtain emergency floor space and lay out tem- 
porary production facilities. 

Nash may fare better than some companies in recon- 
version, since aviation work may be cut down ahead of 
some other lines, such as ship accessories or special mate- 
rial for the Pacific area. With about a quarter of a 
million planes already produced, the end of the Euro- 
pean war will probably mean a substantial curtailment 
of aviation work, and Nash should be able to get some 
of its plant facilities back for reconversion. Incidentally, 
the company has already ordered machine tools for re- 
conversion and completed plant lay-outs for automobile 
production. However, even if war output is cut 35 to 
40% after V-E Day as forecast by federal executives, the 
automobile companies have revised earlier estimates of 
three to four months’ time required for reconversion to 
six or nine months. The latter estimates are also 
based on the assumption that the Government will ob- 
tain storage space and move out its war production 
machinery as promptly as possible, that restrictions on 
planning and providing of machine tools, tools and dies, 
etc. will be relaxed, and that there will be a minimum of 
Government interference with the industry’s post-war 
plans. 

However, the WPB, now headed by hard-headed 
“Cap” Krug, seems willing to meet the industry part 
way. While he has rejected the (Please turn to page 151) 
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In the forepart of October, and in fact until well after 
mid-month, railroad equipment shares enjoyed consider- 
able market favor with many of them duplicating or 
approaching their best prices in recent years. The latest 
surge of equipment orders, both from domestic and par- 
ticularly foreign sources, together with prospects of a 
fairly lengthy post-war replacement boom was no doubt 
the prime motive for this popularity, and despite recent 
disappointing markets, the group is still well regarded. 

Rail equipment stocks have ceased to be war stocks 
some time ago. Back in ‘1942 and 1943, equipment 
makers were heavily engaged in war production, mak- 
ing vast numbers of tanks, guns and munitions of all 
kinds. Since then, however, they have progressively 
reconverted to normal activities and currently find 
themselves swamped with orders for locomotives, rolling 
stock and accessories. Marketwise, it was not until last 
summer that a more general recognition of the industry’s 
excellent post-war potentials imparted the group increas- 
ing speculative favor. ‘ 

While the rail equipment issues have met with a 
lot of profit taking in more recent weeks, they have 
potential recovery and possibly materially higher prices 
ahead of them, if the outlook for a large volume of 
post-war business is realized. Speaking before the In- 
terstate Commerce Commission, Dr. Julius H. Parmelee 
of the Association of American Railways stated that the 
railroads of this country must spend $1,700,000,000 for 
cars and locomotives in the first five years after the war 
to replace equipment worn out or become obsolete. The 
enormous strain on rolling stock during the war has 
led to very considerable deterioration. For replacement, 
a total is needed of 350,000 freight cars, 6,350 locomo- 
tives and a large number of passenger cars. Dr. Parmelee 
made no reference to the probability that the railroads 
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in order to compete with airplane, truck, bus and ship 
competition, will have to modernize their equipment 
and probably greatly speed up train schedules, necessi- 
tating further substantial improvement of facilities. 

This testimony related only to the needs in this coun- 
try. Tens of thousands of cars and thousands of locomo- 
tives have been destroyed during the war in Europe. 
If recovery there is to be speeded, if international com- 
merce is to grow again, the European countries will 
not be able to wait until their rail equipment plants 
are back in production. They must turn to us for these 
items, as soon as we can make them. The same is true 
of many other countries. India has need for rolling 
stock and China is anxious to place orders in this coun- 
try. South America is already buying here and may order 
further large numbers of our railroad units. 

The railroad equipment industry in the past has been 
highly cyclical; there would be two or three years of 
large business, then anywhere from three to six years 
of small buying. Even a ten year average of most of 
these companies did not show good results, for too many 
poor years would more than overbalance the few very 
good ones. Now, unless indications reverse themselves, 
there seem to be from four to six years of good business 
ahead of the industry, after the war stops. A look at 
the balance sheet of many of these companies shows that 
they have piled up strong working capital positions, have 
put their financial houses in order through the profits 
made from war work. Furthermore, a sufficient part of 
their Government orders has been in their normal lines, 
so that they will not have to take their plants apart and 
put them together again in order to start on their post- 
war work. A number of them have diversified their 
production and the new lines may become a source of 
substantial profits. This does not mean that the 1943-4 
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earnings will be repeated in the first year after the war, 
for the initial volume of peace output may be much 
les than the war orders; but the demand spoken of 
above should develop quickly and volume production 
may be possible within six months or so after the Euro- 

an war ends. The interlude may furnish a more 
Erorahile buying opportunity for these stocks, to hold 
for longer pull possibilities. 

The locomotive companies seem to be in better posi- 
tion than other heavy equipment makers. Recent earn- 
ings have been somewhat below those for the same period 
last year, but this will also mean lower excess profits 
taxes and final net per share may be close to last year. 
Probably the best export demand will be for engines. 
After the First World War, there was a good business 
in them to replace those destroyed in the fighting, but 
the loss then was tiny in comparison with that of the 
present war. When Russia started its intensive develop- 
ment in the 1920s, some large orders for locomotives 
were placed in this country. It is believed that Russia 
will begin development of its Asiatic East soon after 
peace is restored, on a scale equal to the development of 
our Western States after 1865, and that an immediate 
need for locomotives will mean large-size orders for the 
American industry. Considering all factors involved and 
most particularly the expected diversification of its busi- 
ness in the post-war period, it would appear that Bald- 
win Locomotive may have the best market possibilities, 
with the common stocks of American Locomotive and 
Lima Locomotive also holding longer pull interest. 

A most interesting question concerns the outlook for 
Pullman, Inc. stock. The final decision of the direc- 
tors, to comply with the court order to segregate the 
Pullman car and the freight car manufacturing busi- 
nesses, has been to dispose of the parlor and sleeping 
cars. A separate unit known as the Railway Pullman 
Sleeping Car Company, is to take over physical owner- 
ship of this equipment. A price of $81,000,000 has been 
mentioned and negotiations have started with the 
railroads, for the latter to buy and operate it as a 
whole, with the individual roads drawing from a pool 
for their needs. No announcement has been made as 
to how the deal will be consumated, or even if it will 
be in that form. An alternative is to sell each road 
the equipment it requires. There have been some out 


siders, including a large engineering firm, which are 
reported to have been dickering for a deal with Pull- 
man. The company has until next October 1 to com- 
plete segregation of the sleeping car business and then 
go on as a maker of freight and passenger cars in its 
Standard Steel Car Co. division. When the decision 
to sell the former was first made known, Pullman stock 
advanced to above 52, the highest level seen since 
1937. At the time, there was market expectation of an 
early sale of the sleeping and parlor cars and a large 
distribution from the proceeds to shareholders. Many 
holders have since become tired of waiting and have 
sold their shares, with some sharp reactions in the stock 
resulting at times. It seems quite probable that the 
program will be carried through in some form in the 
coming months and that may furnish a basis for re- 
newed buying interest and strength in the stock. 


Amerian Car & Foundry 


One of the disappointments of recent months was the 
small dividend paid on American Car & Foundry. In 
the market, at least $5 a share had been expected for 
a time, but the earnings for the year to April 30, 1944, 
when they were published, were below forecasts, being 
$5.95 a share after special reserves, compared with $5.05 
the year before. The outlook for the car builders does 
not indicate as long a period of good earnings in the 
post-war period as for the locomotive companies. It 
is also a far more competitive field, and seems to have 
a greater potential productive capacity. During periods 
of general market advance in the future, for a year or so 
after the war, at least, American Car & Foundry may 
have the best market position among the car building 
companies. When Pullman is finally through with its 
segregation, and is just a maker of freight and passenger 
cars, it is possible that it will assume the leading posi- 
tion among these issues. 

An interesting development of a new line of work has 
been started by Westinghouse Air Brake through a 
wholly-owned subsidiary. It is installing an inter-tain 
communication system for the Pennsylvania Railroad. 
This is a radio controlled induction telephone, through 
which voice communication can be had between people 
on a train and the outside (Please turn to page 154) 











Statistical Position of Railroad Equipment Stocks 

In $ Millions Net 

| Net Current Book Earned per Common Share 

| 1943 Current Assets Value 1936-39 Indicated 1944 Recent 

Name Gross Assets Per Sh. Per Sh. Average 1943 1944 Dividend Price 

AN GR ots: o<ctovcrsiaraternis:c/sis cis sates ont 30.7 10.3 $6.12 $7.31 $ $0.85 $0.75 $ 9 
UNTOT: IBKO SHOES 6.5.6. 6:5. 8. 5:0:0:0:0:0 4 00 72.0 19.5 12.62 40.85 2.61 3.38 3.00 1.80 4544 
Amer. Car & Fdry........-.00000 218.8 33.6 6.04 107.83 def.3.22 6.54(a) 4.00 2.50 39 
Amer. Locomotive.............. 428.9 29.6 nil 18.08 def.0.73 5.05 4.50 1.00 214% 
Amer. Steel Fds.............-0005 96.7 19.3 16.29 28.80 1.39 2.52(b) 2.25 2.00 25% 

| Baldwin Locomotive.............. 234.0 15.6 10.43 34.76 def.0.10 3.85 3.75 1.50 2914 
SUCRE? Ci ae 116.6 16.8 nil 8.86 def.0.22 1.21 2.00 —— 104% 
OA CARL 1 ASR eee 83.9 21.2 nil 63.43 3.40 3.72 2.25 2.50 53 
Gen: RallWay Signe: sic.se0:0 cece se 5.6 11.46 32.78 0.32 2.20 2.00 1.25 251% 
Lima LOCOMGHVEs <5 6 scoccess cee 90.6 7.8 37.99 58.43 — 7.43 6.00 2.00 4514 
BEY gi RAO s o1a%s; 01600 b10:0 ova ore sete 19.3 3.5 13.74 58.15 2.18 3.83 4.00 2.00 46 
TESS ESS | ee 15.4 1.9 nil 12.70 0.66 1.10 1.25 0.50 11 
Pressed Steel Car................- —-~ 2 2.05 9.31 def.1.03 3.04 2.50 1.00 15% 
COUR Tee eee eer 398.6 107.2 33.17 55.14 1.65 2.85 2.75 2.00 4516 
SUES TLMMEG DS 6: oie 1er/ei6: 6: sce reyerecoers oes 15.8 8.6 8.77 17.65 1.15 1.96 2.00 1.20 23% 
Symington-Gould..............0. 19.7 2.9 2.69 6.28 0.53 0.63 0.50 ---— 6% 
RINIGH Pathe Cabisis oc:c csc ecw cc cews 30.4 10:7 9.75 29.34 1.67 2.85 2.50 2.25 271% 
Westinghouse Air Brake........... 69.3 34.4 10.90 15.61 1.25 1.42 1.50 1.25 28 
Youngstown Steel Door........... 3.7 3.6 5.52 8.57 1.60 0.12 1.25 1.00 174% 

*After deduction of senior securities. (a) Year to April 30, 1944. (b) Year to Sept. 30, 1943. 
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Post-Election Markets 


For what it may be worth, in 1940 
the industrial average closed at 
135.21 the day before election, at 
137.41 one week after the election 
and at 131.29 a month after the elec- 
tion. The dominating question then 
was whether and when the U. S. 
would get into the war, war taxes, 
etc. In 1936, the average was at 
177.42 the day before election, 184.01 
a week later and 180.97 a month 
later. Business was the best since 
1929-1930, a bull market was in prog- 
ress and, though nobody knew it 
then, it had several more months to 
run. In 1932, the average was at 
64.58 the day before election, 65.26 
a week later and 60.05 a month later. 
There had been a sharp percentage 
rise from the 1932 summer low, but 
there was a hangover of liquidation 
—and the banking panic of early 1933 
—still to come. In short, what the 
market does after a national election 
usually depends more on other con- 
ditions and contingencies than on 
the result of said election. Having 
made that clear, we hope, this de- 
partment will let others do the guess- 
ing on what the conditions and con- 
tingencies may be a month after this 
election. 


Atchison 


Directors of the Atchison, Topeka 
and Santa Fe Railway—generally 
called the “Atch” or the “Santa Fe” 
and a top-flight railroad in any case— 
have authorized redemption on Jan. 
1 of another $22,545,000 of bonds. 
This will leave only $7,077,000 of 
callable debt and means that the 
road is near the limit of debt retire- 
ment. However, on the remaining 
debt of about $243,000,000, fixed 
charges will be only some $9,000,000 
a year, compared with $13,251,000 in 
1940. On August 31, cash and tem- 
porary investiments amounted to 
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$188,000,000. With the bulk of pos- 
sible debt retirement now accom- 
plished, surplus cash in future might 
be used to augment the present $6 
dividend, which yields a bit over g 
per cent at recent market price of 
the shares, or as a means of safe- 
guarding its continuity when earn- 
ings are less than the present lush 








STOCKS RECENTLY STRONGER 
THAN MARKET AVERAGE 


Bayuk Cigar 
Colgate Palm. 
Col. Br'cast. 
Comwith. Edi. 
Cons. Edison 
Gen. Shoe 
Detroit Edi. 
Douglas Airc. 
Elec. Auto-L. 
Gt. North. pfd. 
Tex. Pac. L. Tr. 
S. H. Kress 
Wrigley 


Acme Steel 
Boeing Airp. 
Cent. Violeta 
Gt. West. Sug. 
Grumman Airc. 
Murphy, G. C. 
Nor. Am. Avia. 
Address. Mult. 
Am. Metal 
Am. Tel. & Tel. 
Asso. Dry Goods 
Crosley Corp. 
Crown Zell. 




















figures. Both Santa Fe and Union 
Pacific recently have been bettering 
year-ago figures in gross revenue and 
net railway operating income. Until 
defeat of Japan, the western trunk 
lines probably will fare better than 
the average of Class I roads. 


Bond Stores 


Bond Stores formerly sold men’s 
clothing exclusively, in the lower 
price ranges; and some thought it 
would suffer when the boys went off 
to war. It didn’t. Instead, it added 
women’s apparel and attracted more 
male civilians than before by broad- 
ening the variety of goods carried. 
Result: September sales were at a 
record high for the month, 31 per 
cent above a year ago. We like this 
stock in a conservative kind of way. 
At recent price of 44144, comparing 
with high for the year of 48 and low 
of 331%, the $2.20 dividend yields 





approximately 4.94 per cent. This ix 
a “growth” situation which is likely 
to benefit materially from any degree 
of post-war tax reduction. 


Tax Cushions 


Despite the so-called tax cushions, 
some of the earnings reports recently 
issued prove the point that rather 
sizable declines in profits are still 
possible—and this before the big 
transitional shrinkage in industrial 
volume has begun. As examples, all 
for g months ended September 39, 
Bower Roller Bearing was off about 
23 per cent in net from a year ago; 
National Supply, 24 per cent; Rust 
less Iron & Steel, 26 per cent; Com 
mercial Investment Trust, 36 pe 
cent. In recently issued report for 
year ended July 31, Eureka Vacuum 
Cleaner was off 36 per cent. In some 
cases, previous exhaustion of exces 
profits tax carryover credits is the 
reason. Thus, Best Foods for the 
September quarter showed shrinkage 
of 25 per cent in per share net from 
a year ago, though pre-tax earning 
were aproximately the same. 


Long War 


Aircraft stocks are down onl 
about 1.2 per cent from the year! 
high, while farm equipments art 
down 8.7 per cent. Theoretically 
longer war should help the so-called 
war stocks, give chills to the peat 
stocks—but it isn’t that simple. The 
market is highly mixed, with differ 
ing technical backgrounds for the 
various groups. For instance, out 
index of 18 rails is down over 10 pet 
cent, though rails are outstanding 
gainers from the war. Auto stocks, i 
“peace” group, are down only a lit 
tle over 4 per cent. Steels are dow! 
nearly 7 per cent and non-ferro 
metals over g per cent. At least if 
the popular mind, these are mo 
“war” stocks than “peace” stocks. 
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Air Transport Boom 


In a recently issued study of 
“Civil Aviation and Peace” made 
for the Brookings Institution by Dr. 
J. Parker Van Zandt, it is stated 
that technological improvements 
and volume operations should as- 
sure attainment of a 3-cents-a-mile 
level of fares for air transport with- 
in ten years after the end of the 
war. Since this would be generally 
less than the minimum third-class 
fare on steamships, it might con- 
ceivably make possible overseas air 
trips annually for about 4,000,000 
Americans in the income classes 
between $3,000 and $10,000. Such a 
passenger-mile volume would be 18 
times that flown by all American 
air lines, both domestic and over- 
seas, in 1941, and not much less 
than total inter-city common carrier 
passenger traffic by railroads, buses 
and air lines combined in 1940. 
One can take this seemingly sensa- 
tional forecast on faith — or leave 
it alone. Having seen even more 
remarkable things done in much 
shorter periods of time during the 
war, we are not inclined to discount 
it. If it is substantially true, private 
post-war business for the aircraft 
manufacturing industry will be more 
than the trickle some have imagin- 


ed. In fact, it already is.» Douglas 


Aircraft has.in recent weeks booked 
over $100,000,000 of transport bus- 
ines, 


Rail Volume 


In opposing higher railroad rates 
before the I. C. C., the O. P. A. last 
week stated that freight traffic next 
year will drop no more than 10 per 
cent from 1944, with no appreci- 
able decline in passenger volume. 
For the sake of investors in rail 
securities, we hope O. P. A. is nearer 
the mark on this forecast than on 
certain others it has made in the 
past. 


Watches and Clocks 


Makers of watches and clocks 
probably will have a_ substantial 
deferred demand to fill after the 
war; and as a result of war-time 
experience in manufacture of vari- 
ous types of high-precision equip- 
ment, it is reasonable to assume 
that aggressive managements will go 
in for peace-time diversification. 
Most companies in this field are 
privately owned, but listed on the 
New York Stock Exchange are the 
well known Bulova and Hamilton 
watch companies and General Time 
Instruments, whose line includes the 
famous “Big Ben” clocks, the most 
widely advertised alarm clocks in 
the country. On the Curb Ex- 
change are Elgin watch and New 
Haven Clock. On the basis of overall 


investment status, probably most 
analysts would prefer Bulova. This 
stock recently sold around 40. Earn- 
ings for the fiscal year ended last 
March 31 were $5.92 a share and for 
the June quarter were $1.94 against 
$1.65 the year before. Profits of 
pre-war period 1936-1939 ranged 
between low of $4.15 a share and 
high of $8.14 in 1937, averaging 
$6.08. Due to war-time working 
capital needs, dividend rate since 
1942 has been $2, yielding 5 per 
cent on current price. For five years 
1937-1941 it ranged between $3 and 
$4.50, averaging $3.50. Capitaliza- 
tion is simply 324,881 common 
shares. The unobtrusive but pers- 
istent “Bulova Watch Time”, heard 
countless times on the radio by 
most everybody, has been the com- 
pany’s most effective advertizing. 
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Barber Asphalt Corp. 
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Studebaker Corp. 
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RECENT EARNINGS REPORTS Latest Year 
Period Ago 

9 mos. Sept. 30 $3.81 $1.86 

9 mos. Sept. 30 1.55 1.04 

9 mos. Sept. 30 4.99 4.86 

9 mos. Sept. 30 - 7.21 6.63 

9 mos. Sept. 30 4.09 3.70 

Leccciestias 12 mos. Sept. 30 4.64 4.10 

12 mos. Sept. 30 2.09 1.63 

9 mos. Sept. 30 6.54 5.08 

9 mos. Sept. 30 2.68 2.36 

9 mos. Sept. 30 5.74 5.21 

6 mos. June 30 10.18 3.34 

12 mos. Sept. 30 5.65 5.45 
eaiaicectastusaeevasseaests 12 mos. Sept. 30 1.66 98 
Sept. 30 quar. 4.25 3.37 

12 mos. Sept. 30 4.23 3.62 

9 mos. Sept. 30 1.20 16 

pcs ca tran coutieiees 9 mos. Sept. 30 3.27 2.91 
anbssoseseasssocdteegsee ED WOKS OERIes SO 3.45 3.14 
Ba tuto 9 mos. Sept. 30 1433 .78 
9 mos. Sept. 30 1.37 1.00 

9 mos. Sept. 30 .74 67 

9 mos. Sept. 30 2.21 2.00 

9 mos. Sept. 30 1.27 1.14 

9 mos. Sept. 30 3.46 2.67 

9 mos. Sept. 30 1.69 1.13 

9 mos. Sept. 30 17 64 















_ petroleum economics, 





Oil Facts 

A study just issued by the Chase 
National Bank, made by Joseph E. 
Pogue, vice president in charge of 
points out 
that 30 leading companies last year 
increased net working capital by a 
total ef $142,000,000 and reduced 
the relatively moderate funded debt 
total by a further $22,000,000. In 
10 years ended with 1943 these com- 
panies made capital expenditures of 
about_$7,000,000,000, of which 57.2 
r cent’ was in the production 
ranch. Financially and physically, 
the industry is in the strongest posi- 


: ‘tion ever. The more cautious in- 


vestment attitude toward oil stocks 
reflected by the market in recent 
months probably relates mainly to. 
expectation of lower earnings for a 
time, when military uses will decline 
more than civilian consumption will 


‘increase. However, such shrinkage 


will be moderate rather than sharp. 


Building Prospects 

If we are to have a high level of 
employment after the war, activity 
in residential building must be one 
of its most important supporting 
pillars. But talking about building 
will not put up any houses. In no 
field has wildly optimistic “fore- 
casting” been streched further. One 
trouble is that too many commen- 


tators talk about the need for build- 
ing as if it were the same thing as 
effective demand. But the biggest 
trouble of all-is that the more the 
A. F. of L. craft unions succeed in 


“improving” their situation via 
higher wages, shorter hours and 
make-work rules, the most costly 
it becomes to build houses; and the 
more costly it becomes, the fewer 
will be built. A recent survey in- 
dicates that a house which cost 
$5,000 in 1939 would cost not less 


than $6,550 after the war or.an in-* 


crease of 31 per cent on a national 
average, assuming no further rise in 
labor or materials cost. The for- 
mer is up 34 cent to date, the latter 
28 per cent. 


Mergers 


The merger, or acquisitien, move- 
ment continues apace. One of the 
most interesting recent examples is 
formation of the Doehler-Jarvis Cor- 
poration as a consolidation of the 
Doehler Die Casting Company, larg- 
est manufacturer of die castings, 
and of the W. B. Jarvis Company, 
a leading maker of automobile equ- 
ipment, especially body hardware. 
Ratification by stockholders will be 
a formality. Each is a strong com- 
pany and the combination will make 
a stronger one, making possible 
numerous operating economies. 
























































DECLINES SHOWN IN RECENT EARNINGS REPORTS 
Latest Year 
Period Ago 
American Rolling Mill 9 mos. Sept. 30 $ 64 $1.35 
Bausch & Lomb Optical Co. ...22.....1.-cccsseoe 9 mos. Sept. 30 1.25 1.61 
Bower Roller Beafing Co. .......ssscccsseccosees 9 mos. Sept. 30 2.50 3.26 
Bridgeport Brass Co. 9 mos. Sept. 30 71 1.07 
| Checker Cab Mfg. Corp. 9 mos. Sept. 30 1.81 2.28 
Commercial Investment Trust ................. 9 mos. Sept. 30 1.54 2.43 
Crucible Steel Co. of Amer. ....ccc..caccsose---: Sept. 30 quar. 1.29 1.98 
Diamond Motor Car Sept. 30 quar. 94 1.15 
Eagle Picher Lead Co. 9 mos. Aug. 31 1.65 2.15 
Eureka Vacuum Cleaner Co. ..ccccssm--secssseseene Year July 31 1.21 1.91 
General Refractones Co. 9 mos. Sept. 30 36 1.20 
Harbison-Walker Refract. Co. 0.0.20... 9 mos. Sept. 30 82 1.03 
Hershey Chocolate Corp. Sept. 30 quar. 1.32 1.69 
Jones & Laughlin Steel Corp. -........cescsssseeeoe 9 mos. Sept. 30 2.04 3.03 
Link-Belt Co. 9 mos. Sept. 30 1.85 2.20 
Lone Star Cement Corp.. 9 mos. Sept. 30 1.63 2.12 
Marshall Field & Co. 9 mos. Sept. 30 1.27 1.47 
National Cylinder Gas Co. ...-cssssccssssssse 9 mos. Sept. 30 87 1.21 
National Steel Corp. 9 mos. Sept. 30 3.66 Sal: 
National Supply Co. 9 mos. Sept. 30 1.45 1.92 
. Noblitt-Sparks Industries, Inc. ................... Sept. 30 quar. 1.40 1.57 
Rustless Tron & Steel Corp... 9 mos. Sept. 30 1.43 1.94 
Seeman Brothers, Inc. Sept. 30 quar. 14 89 
United States Steel Corp. 9 mos. Sept. 30 3.49 3.60 
Western Auto Supp. Co. (Mo.) ..cc.c-c--csececsse 9 mos. Sept. 30 19 1.80 
14¢ . 


We Hear 


We hear from sources believed 
reliable that Atlas Plywood Cor. 


- poration will probably call its pre. 


ferred stock in the near future. It 
is a $20 par value, $1.25 dividend, 
stock callable at $27 plus accrued 
dividends and convertible into two 
shares of common. The common, 
traded on the New York Curb Ex. 
change, sold as high as 1744 in re 
cent months and currently is fiae 
tionally over 16. The conversion 
privilege having become profitable, 
the remaining preferred shares no 
doubt are substantially less than 
the 62,330 shares outstanding at the 
end of the June 30 fiscal year. Full 
conversion would increase outstand- 
ing common shares to 558,184. On 
the basis of the latter capitalization, 
current earnings are reported to be 
running at a rate of about $2.10 a 
share annually. Though Atlas makes 
plywood, to speak of it as a “ply- 
wood company” is somewhat mis 
leading. Its specialty, in which it 
is the largest and lowest-cost pro- 
ducer, is manufacture of packing 
cases made of plywood, to which 
end it is substantially integrated. 
It is not competitive with U. S. 
Plywood or Mengel in sale of ply- 
wood veneers for furniture, aircraft, 
boats, building uses, etc. With every 
operation by machine, a plywood 
packing case for a 9 cubic foot re- 
frigerator can be turned out for 
about $1.75. Advantages over 
packing cases of ordinary wood in- 
clude low cost, large saving in ship- 
ping weight, great strength, re- 
siliency, and convenience of hand- 
ling. In relation to pre-war aver- 
age earnings, the stock is not cheap, 
but on post-war potentialities it 
rates speculative-investment con- 
sideration. Though war-time volume 
is abnormally. large, some of the 
gain is likely to be kept — for in- 
stance, use of plywood cases in 
shipping tea from the Orient. The 
expected great activity in the whole 
range of consumers’ durable goods 
after the war necessarily implies a 
large demand for plywood packing 
cases and a volume for Atlas sub- 
stantially larger than its pre-war 
average though perhaps, say, a 


fourth to a third less than now. If, 


and when this is coupled with tax 
reduction (the company’s present 


effective tax rate being around 71 , 


per cent) earnings might be ma- 
terially larger than at present and 
perhaps quite sharply so. 
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With money in circulation now over 24 billion dollars, the 


inference seems to be that “black market” cash business and 


tax avoidance have been growing apace in recent months 





$176 Per Capita in Currency 


BY 


JOHN C. 


Asour eight months ago, in the March 4 issue ol 
The Magazine of Wall Street, this writer observed 
that the nation’s currency circulation had reached the 
wartling figure of approximately $150 per capita, com- 
paring with an average of $50 in the pre-war year 1939, 
with $39 in the boom year 1929 and with $35 in 1914. 

[t was suggested—and demonstrated by a chart sim- 
ilar to that now presented on this page—that outstand- 
ing currency was increasing at a rate so disproportionate 
0 the rise in total wage and salary payments that it ap- 
peared to imply not only considerable currency holding 
but also a scandalous volume of “phony business” in the 
form of black market and tax-avoidance operations. The 
purpose here is to bring this statistical detective work 
up to date because the story and its implications have 
xecome even more startling 


CRESSWHLEL 


One may be pardoned for suspecting that it was more 
than a mere coincidence that the gap between the two 
chart lines began to widen markedly after the beginning 
of gasoline and food rationing and widened ever farther 
as the full impact of high war-time taxes was felt. 

As compared with the monthly average of pre-wal 
1939, currency in circulation has increased by $17,069,- 
000,000 to date. Naturally, there have been legitimate 
reasons for the greater portion of the expansion for the 
war period as a whole. The most important single rea- 
son is the great increase in payrolls and trade since 
1939, creating proportionately increased needs for tll 
money and pocket money. Another is that income pay- 
ments to workers without bank deposit accounts prob- 
ably increased relatively more than payments to em 

ployees who have bank ac- 














ind salary payments shows 
no increase since February; the adjusted index of depart- 
ment stores sales (judging by September results) may 
je up some 4 per cent; the business activity index of 
The Magazine of Wall Street is down by an estimated 
2 per cent; and the Reserve Board index of industrial 





@See chart). 


production (the writer’s estimate for October) is down 
by perhaps 7 to 8 per cent. 

So: “the plot thickens.” There now appears to be 
ome $7,000,000,000 more currency in circulation than 
an be accounted for on the basis of the ratio which 
prevailed between currency volume on the one hand 
ind total wage and salary payments on the other hand 
luring the period 1940, 1941 and the forepart of 1942 
When we examined this question last 
March, the implied discrepancy was around $5,000,000,- 
000. 





OVEMBER 1944 





UU 










in recent months. counts. Another is that, in 
As this is written, the cur- RELATION OF CURRENCY CIRCULATION moving to new localities to 
rency in circulation is re- i "4 TO PAYROLLS > Se take ,war jobs, many _per- 
ported at $24,157,000,000 or |“ 38°97 | ik. Fa sons who formerly had bank 
ipproximately $176 per cap- ing service probably adopted 
ita. This is an increase of | a cash basis. Still anothei 
16.5 per cent in the esti- 300 a“ T | reason was increasing dis 
mated per capita figure, and = | tribution of salaries in cash 
af 19.5 per cent in the dol- : | | to service personnel as the 
lar total, since last Febru- . ee armed forces expanded. 
ay. If you can discover + MONEY IN CIRCULATION reteree But, valid as these ex- 
legitimate reasons for so | * | | a planations are, beyond a 
age an increase in this | % 200 . t certain point they cease to 
lature stage of our war 3 | | | | explain adequately. They 
write cy ices than | fo WAGES | were most acceptable snd 
an : Iso —AND SALARIES | ing the period when em 
In comparison with the | | | ployment, payrolls, produc- 
increase of 19.5 per cent in | - | tion and trade, and the 
currency circulation — since too MM ST ee See personnel of the armed for- 
Bfebruary, the present esti- ii 1941 mts (49 = ces were sharply expanding. 
mated monthly total of wage In all of these factors making 


- for increased use ot cur- 
rency, the rate of expansion had begun to slacken by last 
autumn, but the rate of increase in currency circulation 
did not slacken. On the contrary, it quickened. 

Over the past six months alone there has been an 
increase of approximately $2,000,000,000 in currency 
volume. Yet this was a period either of some decline or 
of no significant expansion in all of the factors which 
appear to influence the legitimate uses of currency. 
While current data on the service personnel is not avail- 
able, it is improbable that inductions in recent months 
have exceeded discharges by anywhere near the margin 
of 1942 and 1943. 

Up to the forepart of this year bank debits and cur- 
rency in circulation were “in gear” at least to the extent 
that the trend in each had been upward, although the 
war-time rise in currency far (Please turn to page 154) 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stocks 





BY JACKSON D. NORWOOD 


MARKET TRENDS: The bond market has been very 
steady in the past two weeks, the Dow-Jones averages for 
forty bonds showing a small decline of .o6, while second 
grade railroad bond averages increased .20 and those of 
defaulted railroad bonds .17. Tax-exempt municipal 
bonds held well in quiet dealings and the Dow-Jones 
yield index of go representative state and city issues con- 
tinued practically unchanged at 1.82%. Brazilian gov- 
ernments showed recoveries ranging to more than a point 
while Poland 8s advanced 114 points to 2914. 


ELECTRIC BOND & SHARE COMPANY: Holding com- 
panies in its system have paid off approximately $134,- 
000,000 of debt in the eight and one-half years since 
passage of the Utility Holding Company Act, while cash 
has decreased to the extent of only a little more than 
$5,000,000. Payment of the regular preferred dividends 
have been made despite the fact that net income was 
below preferred dividend requirements, thereby keeping 
the dividend record intact for thirty-eight years. The 
company’s preferred stock purchase program has reduced 
preferred dividend requirements for the latest twelve 
months by the sum of $979,454- 


GOVERNMENT OF THE FRENCH REPUBLIC EXTER- 
NAL LOAN OF 1924 SINKING FUND 7% BONDS DUE 
1949: $3,990,000 of this issue have been drawn for re- 
demption on December 1, 1944, at 105. Bonds stamped 
to indicate non-French ownership will be redeemed with- 
out deduction, but bonds stamped to indicate French 
ownership and unstamped bonds, are subject to a reduc- 
tion of 10% of the difference between the issue price and 
the call price, when in the ownership of others than indi- 
viduals. Payment will be made at J. P. Morgan & Co., 
Inc., New York. 


LEGAL LIST: The New York State Banking Board has 
added the following securities to the legal list, making 
them eligible for investment by savings banks. 

Inland Steel ist Mtge. gs “F” 1961 

National Steel ist Collateral Mtge. 3s 1965 

National Steel 2-234s Notes due serially 1945-48 

Phillips Petroleum Co. S. F. Deb. 234s 1964 

Shell Union Oil Corp. Deb. 24s 1954 

Shell Union Oil Corp. Deb. 234s 1961 

Shell Union Oil Corp. 114s-2148 Ser. Notes 1945-53 
Standard Oil Co. of N. J. Deb. 3s 1961 

Standard Oil Co. of N. J. Deb. 234s 1953 

Westinghouse Elec. & Mfg. Co. Deb. 2148 1951 


KOPPERS COMPANY: This company has filed a regis- 
tration statement covering $34,000,000 bonds and notes, 
150,000 shares of preferred stock and 200,000 shares of 
common stocks. It is proposed to merge several companies 
in the Koppers group into a new corporation. This may 
mean that the securities of another representative firm in 
the chemical group will become more actively traded. 
Koppers Company is one of the leading builders and 
operators of by-product coke ovens in the United States, 
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} 70 
| 
2 
50 
supplying the steel industry with coke and the chemic 
industry with tar and other raw materials. It also self ? 
gas to utilities and produces a variety of industrial equip 5 40 
ment. 8 
AMERICAN TELEPHONE & TELEGRAPH COMPANY: 6 
Holders of its 3% debentures have been converting then 3 °° 
into stock at the rate of over $1,000,000 each week jg ® 


1944. At the end of 1943, debentures outstanding ha 
been reduced to $222,544,100. On October 10th, thf 20 
amount stood at $178,045,100, a reduction of $44,499,00 

in forty-one weeks. The company issued 445,090 share 

of stock in exchange for these bonds and received fro 
investors $17,803,600 new capital or an average of § ” 
for each share issued. 


ST. LOUIS SAN FRANCISCO RAILROAD: Dates ha o 
been announced for payment of the interest on this com 
pany’s bonds as ordered recently by the Court. Paymer 
on the Fort Scott bonds is scheduled for October 2914 
on the 4s and 5s of 1950 on November 13th, and on th 
consolidated 414s of 1978 and the 6s of 1936 for De 
cember 11th. 


"SOO LINE”: The Minneapolis, St. Paul & Sault 1] 
Marie Railroad has announced that holders entitled 
receive first mortgage income 414s 1971, A, in exchan 
for securities of the old company, will also receive cag? 
in lieu of interest for 1941, 1942 and 1943, aggregatingitional 
$13.50 per $100 face value of bonds. Those entitled i gq ne 
receive general mortgage income 4s 1991 will also receit y) 
cash in lieu of interest for the same years, aggregating’° 
$12 per $100 par value of bonds. ., 
KIMBERLY-CLARK CORP.: This company has registerdfred 
102,424 shares of 414% cumulative preferred stock whidhg 9°, 
is being offered to holders of its outstanding 6% py 4 
ferred on the basis of 1 and 3/107th shares of new 4)4' 
preferred for each share of 6% preferred surrendered if pypj; 
exchange. The offering price of the new preferred 1, bel 
° 
tor 








$107. At this price, based on the $4.50 yearly divide 
rate, the yield is 4.21%. ph 








RECENT CALLS FOR REDEMPTION 


Amount Call Redemption 
BONDS Called Price 
Birmingham Electric 414s 1968......... $10,000,000 101 
Buffalo, Niag. Electric 34s C 1950-52.. 1,140,000 102 
Indiana Hydro Electric Pr. 5s 1958..... 2,604,000 102 
ES SS aa Entire issue 10144 
REGGE TOs, OR, 16 TBI os80ccccccess Entire issue 102 
Merchants Terminal 5s 1945........... Entire issue 101 
One Seventeen W. 70th St. 5s 1945.... Entireissue 100 
Firestone Tr. & Rubber deb. 3s 1961... : 625,000 10334 


MDs einisuie bos 44-55 010%0)b'a.00 00.010: Entire issue 104 
Minnesota & Ontario Paper 1st 5s 1960. 500,000 100 
Ohio Edison 1st 4s, 1967..........005 Entire issue 106 
Ohio Edison 1st 4s, 1965............. Entire issue 10334 
Houston Electric 1st Ref. ‘A’ 5s1950... 282,700 104 
Hamilton Mfg. Co. 1st 5s 1936........ 383,000 103 
U. S. Steel serial Deb. 1949-1955...... Entire issue Ver. Prices 
Armour & Co. (De!.) 1s¢S.F. "B'' 481955. Entire issue 105 
Armour & Co. (Del.) 1stS.F.""C'' 481955. Entireissue 105 
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MONEY AND BANK CREDIT 
CONCLUSIONS 





MONEY AND CREDIT—Both major 


political parties promise post-war re- 





moval of price, wage and preduction 


TOTAL LOANS AND POE iiss controls, and elimination of excess 
™ weamnint a. profits taxes; but this could mean 1947 
. at the earliest. 
chemical 
also sell : 
{™. TRADE—Department store sales in 


al equip 
7 week ended Oc?. 2! were 8%, ahead 
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ot a of last year, against increases of 13%, 
sae 30 for four weeks and 9% for the year 
ae to date. 
ling hag me 
oth, thi 20 se jeconenen”” INDUSTRY—Post V-E day demobili- 
4499,00 eee MONEY zation, at around 1,000,000 a year, 
ay ih 1" ty should not create a permanently seri- 

Ol a ff ——— o 

e of $ 10 -_ 1 ous unemployment problem. 
| paivecentnunommesent incisal | 

COMMERCIAL LOANS COMMODITIES—Prices moved with- 
“te 7 0 ~ 5) J -! + ri J in narrow limits during past fortnight. 
Pavel 1943 1944 City living costs during the war have 
ber 29r risen only half as fast as on the farm. 
id on th 
| for De 
ititled 4 
exchan 










eive ca Per capita busines activity sagged an ad- 
gregatingtional half of 1% during the past fortnight, 
ititled i a new low for the year; but is still around 
30 TeceN,*, ahead of the like period a year ago. 
Bregau partment store sales in the week ended 
ct. 21 were 8% ahead of last year, com- 
registertgared with increases of 13% for four weeks 
ck whid d9°/, for the year to date. 
67 PM * * * 
ew 4), 
idered 4 Munitions production in Ju'y was nearly 
oo below June and 4% under the all-time 
gh touched in March; but was still 12% 
cad of July, 1943. Civilian goods pro- 
ttion authorized to date under the "spot" 
¢gram amounts to $202 million of which 
demption B7 million is scheduled for the current quar- 
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Officials of the N. H. A. predict that more 
an 80,000 units of better quality housing will 
hult from the recently upped ceilings on home 
ilding for war workers. Under revised 
horizations, purchase price on new houses 
high cost areas may range up to $8,000, 
h monthly rentals up to $65. 
(Please turn to the following page} 
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Inflation Factors 
Latest Previous Pre- 
» Wk. 24 Wk.cr Year Pearl PRESENT POSITION AND OUTLOOK 
late Mo Month Ago —_— Harbor 
ger obscene pepsin (t#) $b Oct. 25 .72,—sidTHidwHDsiB (Continued from page 147) 
mulative from Mid-1940.............. Oct. 25 228.2 226.5 137.3 14.3 There is altogether too much concern at the 
9g 
present time over the possibly unfavorable effect | 

FEDERAL GROSS DEBT—S$b Oct. 25 209.9 = 209.7, 164.7 55.2 | of demobilization upon employment. De. 

mobilization is primarily a military problem, dis. 

MONEY SUPPLY—Sb passionate solution of which can only be ham. 
Demand Deposits—i01 Cities.......... Oct. 25 37.4 36.6 31.8 24.3 | pered by injection into the emotional atmosphere 
Currency in Circulation...............0 Oct. 25 24.2 24.1 19.0 10.7 ae ; 

of a political campaign. 

BANK DEBITS—13-Week Avge. 

New York City—$b.............cccccesee Oct. 25 5.24 5.26 4.90 3.92 At present writing there are around 12 mil. 
100 Other Cities—$b anne Oct. 25 7.24 7.18 7A\ 5.57 | lion men and women in the Army, Navy and 
other military services. It is believed that abou 

INCOME PAYMENTS—$b (cd) Aug. 12.66 12.89 11.68 8.11 | 2 million of the 5 million in Europe will be need. 
Salaries & Wages (cd).................... Aug. 9.24 9.15 8.46 5.56] ed, after V-E day, for the Pacific war. Demand 
Interest & Dividends (cd) Aug. 0.48 0.88 0.46 0.55 | for ships will be so heavy until Japan surrender 
Farm Marketing Income Aug. 1.70 1.60 1.77 1.21 ; 7 ie. 
Includ'g Govt. Payments Aug. 1.75 1.65 1.85 1.28 | that the remainder (something less than 3 million 

depending upon how many must remain for po. 
lice duty) can not be repatriated at a rate of 

CIVILIAN EMPLOYMENT (cb) Sept. 52.3 53.2 53.0 50.4 . 

Agricultural Employment (cb)_____ Sept. 8.7 8.6 9.1 7.7 | more than 100,000 a month. 
Employees, Manufacturing (Ib).. Sept. 15.8 16.0 17.1 13.6 4) aa 
Employees, Government (Ib)...... Sept. 5.9 5.9 5.9 45 

UNEMPLOYMENT (cb) m Sept. 0.8 0.8 1.0 3.3 Some of those who come home will enter col 

lege, go into hospitals or (among the women} 

a nC ae al (Ib4) nil es a ne a resume their household duties. It is thus a fait 

urable Goods ept. - 
Non-Durable Goods. ............s.sscsssee Sept. 114 115 123 120 guess that additions to the labor force through 

FACTORY PAYROLLS (Ib4) Aug. 314 311 322 189 demobilization will not exceed a million a year 

up to the time Japan is defeated. With all the 

FACTORY HOURS & WAGES (ib) pent-up demand for goods and services, backed 
an a ri — as ep - by huge accumulated savings, it would be amar 
Mivertd oo > eames July 45.52 46.27 42.76 32.79 | ing if such a relatively small addition to the 

labor force could not be absorbed without cre- 

PRICES—Wholesale (ib2) Oct. 21 103.6 103.8 102.9 92.2 | ating a permanently serious unemployment prob 
Retail (cdib) Aug. 139.0 138.6 134.0 116.1 lem. 

COST OF LIVING (ib3) Aug. 126.3 126.1 123.4 110.2 The Agriculture Department has developed « 
Food Aug. “—4 as ae fee rural electrification plan to bring eiectricity 
Clothi Aug. 139. : y 4 : all 
Rent i Aug. 108.0 108.0 108.0 107.8 | into 3,655,000 farms after the war. Cost is est 

mated at $1.1 billion a year, and will afford 

RETAIL TRADE steady employment for 500,000. 

Retail Store Sales (cd) $b................ Aug. 5.64 5.45 5.23 4.72 x * & 
Oy gg (od) $ Fein 083 083 082 (1.14 
Non-Durable Goods ............ =. ered pn — It is rumored that OPA will lift ceiling prices 
Dep't. Store Sal b) $b ept. : F ; h : : 
Chein a a ine $ Sept. 187 200 179 151 on iron and steg| should the Little Steel wage 
formula be scrapped, or after V-E day to com 
: pensate for armament cutbacks. Beneficial effect 
emnananiom Tetel ‘i oes one = a of post V-E day price boosts on steel for civilian 
gar doe pA sie )—Totel____ a Pia 450 487 486 265 use would be at least partly offset by price * 
Non-Durable Goods —__._....... Aug. 20! 202 191 178 on war steel, such as heavy plate and speci? 
Shipments (cd3)—Total__________ Aug. 271 270 258 183 “a 
Durable Goods Aug. 368 375 354 eee 
Non-Durable Good Aug. 195 189 183 155 * *« * 
. ees +i is 
BUSINESS INVENTORIES—$b Both of the major ceeneds parties promi 
End ef Month (cd)—Total............ " Aug. 27.7 27.4 28.1 26.7 | removal of controls on prices, wages and pre 
Manufacturers’ Aug. 17.3 17.2 17.8 15.2 | duction, and elimination of excess profits 
a ra ve pd 4 or taxes, after V-J day; but this could mean 1% 
etailers ; . : F ; : 

Dept. Store Stocks (rb2) —.......... Sept. 160 170 160 139 at the earliest. 

















148 








Onwwpywu0s 


WENNIN UENO N 
a ere ae ae | 





Zz 
@ 
<= 





THE MAGAZINE OF WALL STREHNOV 








OK 


rn at the 


le effect 


nt. De. 
slem, dis. 
be ham. 


mosphere 


| 12 mil. 
lavy and 
a+ about 
be need. 

Demand 
urrenders 
3 million 
1 for po- 


» rate of 


inter col 
women| 
us a fair 
through 
1 a year 
h all the 
, backed 
pe amar 
) to the 
out cre 
nt prob 


sloped @ 
iectricity 
+ is esti 


Il afford 


j prices 
el wage 
to com 
il effects 


r civilian 





rice cuts 


| special 


promist 
and pro 
profit 
ran 194! 


sTREENOVEMBER 





PRODUCTION AND TRANSPORTATION 







































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—1—pec Oct. 21 = 156.2 156.3 153.5 141.8 este 
(M. We. S.)—t—op.... cee cceseseeeee Oct. 21 166.6 166.8 162.5 146.5 Profits of the electric utility industry for the 
first nine months were 2% lower than in the like 
INDUSTRIAL PRODUCTION (rb3) Sept. 231 232 244 174 . +s 
Durable Goods, Mfte.c.cncnnnnn — &@& Bw es ee ee 
Non-Durable Goods, Mfr... Sept. 167° 168 179 141 declined 4%. Despite resulting loss in tax reve- 
nues, the Treasury is not opposing rate reductions 
CARLOADINGS—+—Total Oct. 21 906 899 905 833 by state commissions, which hold that such 
Manufactures & Miscellaneous...._ Oct. 21 419 415 407 379 i ° 
Mdse., L. C. L. Oct. 21 108 109 106 156 —— benefit the public and have no ap- 
REGEN ecsecebeseciee Oct. 21 172 175 172 150 preciable effect upon net earnings in situations 
Nees Oct. 21 57 50 60 43 where a company is in the excess profits class. 
ELEC. POWER Output (K.w.H.)m Oct. 21 4,345 4,355 4,415 3,269 Dependable generating capacity of the industry 
is now placed at 41 million kilowatts, compared 
tele a henge gr m Pa pH _—" a Pm Pi with maximum demand of 37 million. 
Ce . 
SPOKE, TENG UA Ghee ve5ssscscsscisss casscisstiseess Aug. 63.8 61.4 75.3 61.8 * * * 
PETROLEUM—(bbis.) m Railroad net after charges during the first half 
Crude Output: Oaily:...ccicccccccscasisces Oct. 21 4.74 4.73 4.41 4.11) was only $326 million—27% under the first six 
i Stocks Oct. 21 78.37 78.87 68.43 87.84 5 
Fuel Oil Stocks Oct. 21 63.94 64.36 64.82 94,13} Months of 1943; but net for the full year is ex- 
Oct. 21 48.36 47.34 63.12 54.85 | pected to be well over $650 million, against $873 
Seana. Bred. tha a) Oct. 21 610 595 619 632 last year and 903 million in 1942. 
. Prod. . 17.3 mm . 
Stocks, End Mo. (bd. ##.) b............ Sept. 4.0 3.6 4.2 12.6 eee 
STEEL INGOT PROD. (st.) m Sept. 7.19 7.47 7.51 6.96 Beverage alcohol produced in August 
Cumulative from Jan. I..........cs0000 Sept. 67.2 60.0 66.4 74.69] amounted to over 53 million tax gallons, enough 
ENGINEERING CONSTRUCTION for about a year's normal supply of whiskey and 
AWARDS (en) $m Oct. 26 = 22.2 20.8 32.0 93.5 | gin. Result has been a sharp drop in prices to the 
Cumulative from Jan. I... Oct. 26 1,507 1,485 2,682 5,692 consumer—a fine example of the best way to 
MISCELLANEOUS combat inflation. Meanwhile the Senate liquor 
Paperboard, New Orders (st)t...... Oct. 21 122 133 144 165 shortage investigating committee reports that 
~~ i agg — po pe - be four major distillers—National, Schenley, Seagrams 
o., Stocks (mpt) End Mo = ept. . = ° 
Whiskey (tex gals.) m—Production Seek. 0.7 13.6 0 11.8 and Hiram Walker today own about 70% of the 
Do., Withdrawals al Sept. 5.8 5.6 49 8.| | nation's whiskey supply. 
Do., Stocks, End Mo. Sept. 341 348 406 506 


ag—Agriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—100. ch—Consus Bureau. ed—Commerce Dep't. cd2—Commerce 




















Dep't., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdib—Commerce Dep't., (1935-9—100) using Labor Bureau & other data. 
en—Engineering News-Record. !—Seasonally adjusted index, 1935-9—100. lb—Lebor Bureau. Ib2—Labor Bureau, 1926-100. lb3—Labor 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—RMillions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
data. np—Without compensation for population growth. pc—per capita basis. rb2—Federal Reserve Board, adjusted index (end Mo.) 
1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1944 Indexes (Nov. 14, 1936, Cl—100) = High Low Oct.28 Nov.4 
Issues (1925 Close—100) High Low Oct.28 Nov.4 | 100 HIGH PRICED STOCKS... 72.23 62.77 70.17 70.58 
283 COMBINED AVERAGE ...... 100.7 79.5 97.2 97.9 100 LOW PRICED STOCKS... 107.89 75.33 102.56 103.09 
4 Agricultural Implements ..... 178.9 148.6 163.3 163.5 6 Investment Trusts _........ 42.7 34.0 40.5 40.1 
9 Aircraft (1927 Cil—100) ... 153.9 118.5 152.0 153.2 3 Liquor (1927 Cl—100) ..... 365.4 291.4 345.9 348.0 
5 Air Lines (1934 Cl—100)... 543.2 421.9 521.7 528.7 8 Machinery _...... SON 105.2 122.5 126.5E 
5 Amusement eee 82.2 68.2 73.2 73.4 2 Mail Ordet ................... 100.3 82.5 96.2 99.3 
13 Automobile Accessories - 183.9 119.0 173.7 173.2 3 Meat Packing ....... : 70.4 55.5 64.0 65.2 
12 Autemobiles _............. 34.3 17.6 32.7 32.3 11 Metals, non-Ferrous 150.4 116.4 136.1 135.9 
3 Baking (1926 Cl—100) . 15.0 12.9 14.0 14.0 3 Paper ......... 18.4 12.9 17.8 18.4D 
3 Business Machines .............. 218.6 171.9 216.1 214.9 7 EE 143.5 121.3 129.5 130.7 
2 Bus Lines (1926 Cl—100). 125.2 101.9 115.0 116.4 9 Public Utilities 0... 59.9 48.7 55.9 57.4 
CC | a er 197.6 176.0 185.9 186.1 4 Radio (1927 Cl.—100) ........ Stl 21.5 26.8 27.4 
4 Communication __..............-... 78.3 57.1 70.5 70.1 7 Railroad Equipment 64.7 51.5 62.6 63.2 
12 Construction 43.0 33.1 40.7 40.9 8 Railroads _.. 20.7 14.1 19.1 19.2 
6 Containers... 286.4 220.1 271.3 273.2 2 Shipbuilding . . 91.8 70.3 87.9 91.8A 
8 Copper & Brass ........... 75.0 62.5 69.1 70.0 3 Soft Drinks _ 391.0 305.2 375.1 378.0 
2 Dairy Products < <.<.c...2..c<05:.: 47.7 38.6 45.6 47.0 2 Steel & Iron 82.7 65.7 77.2 77.2 
6 Department Stores - ae “Gael 28.2 38.5 38.9 3 Sugar 53.0 41.7 52.6 52.6 
5 Drugs & Toilet Articles... 113.3 81.0 104.2 105.5 2 Sulphur 178.2 160.7 166.5 170.4 
2 Finance Companies _.......... 248.9 216.1 236.1 227.2 3 Textiles 57.6 48.0 52.6 52.6 
T Boag (Brands: 2a se... 141.7 123.1 135.4 133.4 3 Tires & Rubber 33.9 25.4 31.2 31.7 
2 Food Stores ....... 54.4 46.5 54.4 54.4 4 Tobacco mw) VI 60.2 68.3 69.0 
ce LU, ee 83.1 56.4 76.2 75.4 2 Variety Stores .......... 257.9 219.7 252.7 257.3 
3 Gold Mining ...................... 1075.2 879.8 914.5 915.4 21 Unclassified (1943 Cl—100) 131.4 98.7 128.5 129.9 





New HIGH since: A—1943; D—1940; E—1939. 
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Trend of Commodities 


Farm commodity prices fluctuated within a narrow 
range during the past fortnight. Wheat advanced a little 
and cotton declined a few cents. Corn has at last begun 
to soften under marketing of the new crop. Despite this 
year's record harvest of wheat the B. A. E. believes that 
surplus stocks during the next two years will only about 
suffice for insurance against a possible short crop. Never- 
theless, the WFA may soon ask Eastern distillers to recon- 
vert their alcohol wont Po equipment to use grain instead 
of sugar, owing to present shortage of the latter. Thus 
far this year 900,000 tons of sugar have been turned into 
alcohol by distilling firms in the East. Trade authorities 
say that cotton textiles will be included in the Govern- 
ment's export subsidy program for cotton; but keener post- 


war competition from synthetic fibres is feared if un. 
economically high domestic prices for cotton are perpet. 
uated. Meanwhile prolongation of the war beyond earlier 
expectations will make cotton goods for civilians progres. 
sively scarcer and costlier. The Department of Agricul. 
ture's index of farm parity prices on Oct. 15 remained 
unchanged at 170% of the 1910-14 average, same as for 
the preceding four months; but was 5 points higher than 
a year earlier. Index of prices received by farmers rose 
2 points during the month ended Oct. 15 to 194%, of the 
1910-14 average—same as a year earlier; but 5 points 
below the war-time peak Senihed in April. Prices paid 
by farmers advanced 45% between Dec., 1940 and Mar, 
1944, against only 23% for the Labor Bureau's index, 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Oct.28 Ago Ago Ago Ago Ago 194! 
183.1 183.2 182.6 182.6 180.5 178.2 156.9 
168.7 168.7 168.6 168.4 167.9 168.0 157.5 
193.0 193.4 192.3 191.4 189.1 185.3 156.6 


28 Basic Commodities _.... 
11 Import Commodities .... 
17 Domestic Commodities 
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Average 1924-26 equal 100 
1944 1943 1942 1941 1939 1938 1937 


Biba hae fo ae 98.13 96.55 88.88 84.60 64.67 54.95 8244 High 


Low 2. 92.44 88.45 83.61 55.45 46.50 45.03 52.03 





Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Oct.28 Ago Ago Ago Ago Ago 194! 
225.2 225.3 223.9 222.3 221.8 214.8 163.9 
208.0 208.4 207.3 207.0 207.2 204.9 169.2 
166.2 166.4 165.9 165.1 162.6 161.0 148.2 


7 Domestic Agricultural... 
12 Eoodstull -_............... 
16 Raw Industrials _........... 
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JULY AUG. 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 
1944 1943 1942 1941 1939 1938 1937 
niccscrasiecnnces ORD (GaN 299.0 219.0 1723 152.9 226i 


ARG W EO eas a) eee 247.0 240.3 220.0 171.6 138.4 130.1 144.6 
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Analysis of Nash-Kelvina- 
tor's Stake in Three Fields 





(Continued from page 139) 


appeal for a high priority on new 
machine tool orders, it seems likely 
that methods will be developed to 
release a large number of Govern. 
ment-owned machine tools, some al- 
ready made idle by cutbacks. Of 
course many of these machines have 
been designed for special purposes, 
and won’t be entirely suitable for 
automotive use. 

The War Manpower Commission 
on September 14th gave permission 
to automobile makers to assign 1% 
of their working force to making 
plans for civilian production, pro- 
vided of course that this does not 
interfere with urgent military pro- 
grams. WPB has also announced 
that V-E Day plans have been drawn 
up, which if adopted would greatly 
reduce priorities and red tape. WPB 
would retain some controls over al- 
location and scheduling and would 
require business to furnish prompt 
information on orders and _ sched- 
ules to permit remedial action if 
congestion occurs. 

The automobile 
much prefer to be “let alone” and 
to proceed “on its own” after V-E 
Day, but it is obvious that this is 
too much to expect so long as we 
remain at war with Japan. It is 
quite possible that the motor indus: 
try will have greater difficulties with 
OPA than with WPB. There have 
been indications that OPA is hope- 
ful that cars can again be sold to 
the public at the March 1942 price 
levels. But leading motor executives 
seem unanimously of the opinion 
that it will be impossible to make 
any profits on this basis. Of course 
it is possible that Ford or one of the 
other independents may be willing 
io sell an inferior or “stripped” 
model—one with fewer accessories 
and gadgets—at the old price level, 
or might be content to forego profits 
for a few months to get the “jump 
on the industry.” But General Mo- 
tors and Chrysler, which together 
control a great part of the industry, 
may not be willing to proceed on 
this basis. In fact General Motors 
did not send any representative to 
the September goth OPA meeting, 
it is reported. 

Thus while the outlook for 1945 
seems a little dubious, due to recon- 
version costs and limited schedules, 
the real post-war outlook—after both 
Japs and Germans have been cleaned 
up and reconversion completed— 
seems more promising. The indus. 


industry would 
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try will have a sellers’ market tor 
several years to take care of the huge 
backlog of demand. Federal taxes 
will be reduced—a Treasury spokes- 
man recently conceded that the ex- 
cess profits tax will have to go after 
the war. Governmental restrictions 
will be relaxed markedly. John R. 
Stewart, Statistician of the Detroit 
Chamber of Commerce, estimates 
that production after the war may 
reach new peak levels of over 7,000,- 
ooo cars and trucks per annum. This 
estimate appears on the high side, 
but nevertheless there should be 
plenty of room for the “independ- 
ents” in addition to the “Big Three.” 

Nash has an advantage in its sub- 
stantial diversification. There will 
be a big deferred demand for elec- 
tric refrigerators, and many more 
people will be able to afford them 





COMPARATIVE BALANCE SHEET 


DATA 
($ millions) 
Change 
Mar. 31, since 5 
1944 9/30/39 
ASSETS: 
CMMee csatocnestuanmaceucnewse $16,433 +$9,420 
Marketable securities............ 37,525 +27,474 
Receivables, net............006. 44,890 +42,044 
psp Wt cane ccenesawace 3,727 —4,260 
Other current assets............. — —170 
TOTAL CURRENT ASSETS..... 102,575 +74,508 
Plant and equipment............ 364 +86 
Less depreciation............... 11,466 +2,295 
EE. vccsccdccussccees 11,898 —1,429 
MRM odacecisccneecc oe 5,985 —1,140 
V7”. 7 Se 120,458 +71,939 
LIABILITIES: 
oN SECT CE COTTE TEE 41,250 +41,250 
Accts. payable and accruals...... 18,511 12,062 
Reserves for taxes.............+. _8,493 +8,493 


Other oneal liabilities.......... 

TOTAL C URRENT. TTABILITIES. 68,25. 254 +61,805 
Deferred liabilities.............. 
po | errr 





Long term debt...............-. 

WMMNIOES siete Caceinesccccaveses 4,523 

— RR ee ae 21,456 1 
Dp eivietitiedeeeccssscerrees 26,225 +9,180 

TOTAL LIABILITIES.......... 120,458 +71,939 

WORKING CAPITAL......... 34,321 +12,703 

Curent RIG. .- 6 kc ccccccccccss 1.5 —2.9 

than during the 1930s. The vast 


supply of magnesium and alumi- 
num, as well as the improved pro- 
duction processes developed during 
the war, the progress made in build- 
ing small motors, etc., all should 
help to restore the refrigerator busi- 
ness to prosperity. Quick-freezing 
units and cold storage facilities have 
come into greater use because of 
food shortages, and this will further 
help the refrigerating industry af- 
ter the war. 

There seems to be a chance that 
Nash-Kelvinator may continue in 
the helicopter field after the war 
though no definite decision has been 
made by the management as far as 
is known. However, it would not 
surprise if some stake in the avia- 
tion field were retained. 

Nash thus has more than one 
“string to its bow,” with good post- 

(Please turn to page 153) 


NOTE—From time to time, in this space, 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is an extra article of a series. 


'SCHENLEY DisTILLers Corp., N. Y. 





Get Ready, Get Set ...! 





We are getting ready here—get- 
ting organized—for the Sixth War 
Loan Drive. It will start Novem- 
ber 20th — Thanksgiving season 
Appropriate time, isn’t it? 


And we’re following through on 
all of the boys and girls here who 
joined our “Hold Your War 
Bonds” Club. If you have been a 
regular reader of this towerlet of 
type for some months, you will 
perhaps remember that we reached 
100% membership in a voluntary 
group—a “Hold Your War Bonds” 
Club. Every member received a 
card and a button reading, “I buy 
‘em and hold ’em!” Really, it 
wasn’t very hard to do here—to 
start this club—because some fif- 
teen hundred of our employees, in 
our affiliate companies, are in the 
armed services and the folks who 
didn’t or couldn’t go, want to hold 
up their end—on the home front. 





At any rate, this seems to be a 
good time to say again that we 
ought to hold our bonds, except 
in cases of dire necessity, because 
if one person buys one and another 
sells one, of the same denomina- 
tion, there is really no sale. The 
sale of one nullifies the purchase 
of the other. It seems to me that 
since our millions of young men 
and women have given their serv- 
ices to the armed forces for the 
“duration”, we ought to hold our 
war bonds for at least a like period. 
Let’s not “call” our loan to our 
Government. 


Maybe you'd like to have some 
more information about this “Hold 
Your War Bonds” Club, which 
originated here in Schenley. Maybe 
you'd like to start one where you 
work. We'd be glad to give you 

samples of our forms—they’ re very 
simple and are yours for the asking. 


MARK MERIT 


OF SCHENLEY DIsTILLERS Corp 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y. and you will receive a booklet contain- 
ing reprints of earlier articles on various 
subjects in this series. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self. 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Public Service Corporation of 
New Jersey 


“In looking over the Bond Market for 
reinvestment, I have come to the con- 
clusion that they are too high in price 
for the return, and am considering a 
Preferred Stock instead. Public Service 
of New Jersey 8% at 118 looks very 
interesting and I am wondering what 
is wrong with them to sell at that price, 
whereas the 5% of the same company is 
selling at 97. May I have your rec- 
ommendation and advise? Thank you.” 

—W.W., Covington, Ky. 


As you say bond prices on the 
whole are rather high but from a 
relative standpoint the better grade 
preferred stocks are just as high. 

The Public Service Corporation 
of New Jersey 8% preterred stock 
would be attractive at 118 under 
normal conditions because it is non- 
callable even though the margin of 
safety is not large. There are how- 
ever, factors that tend to restrict its 
appeal such as the possibility of re- 
capitalization to comply with the 
holding company act. If the com- 
pany were ordered to recapitalize 
into one class of stock or to a com- 
mon and one preferred then one 
would have to face the risk of losing 
a large part if not all of the 18 point 
premium that must currently be 
paid for the 8% preferred shares. 
Normally a non-callable stock should 
mean just that but there is a wide- 
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spread feeling that if the Securities 
Exchange Commission should order 
a recapitalization then it would be 
assumed ‘that maturity had been ac- 
celerated by circumstances beyond 
control of the original contract and 
that the shares could be paid off at 
par. 


Hold "Steel Stocks"? 


“T would like your personal opinion 
on Bethlehem Steel Company and U. 8. 
Steel Co. for present and post-war hold 
ing. I own 100 shares of Bethlehem 
and 160 U. 8. Steel both Common. I 
have held U. 8. Steel many years, and 
paid a high price for it 116.00 and 128.00 
for a little of it. Kindly give me your 
opinion as to whether there will be, or 
ever be, an opportunity of getting out 
from ‘in under. By the way I paid 
45.00 for Bethlehem.” 

—F. C. 8., East Orange, N. J. 


Your letter does not fully disclose 
your holdings nor do you outline 
your objectives. You have a profit 
in Bethlehem Steel common and a 
large loss in United States Steel com- 
mon and the chances are that your 
holdings in these two issues are dis- 
proportionate to what would give a 
normal balance to your portfolio. 

At this time it is generally felt that 
the early post-war outlook for heavy 
steels is below average and _ that 
prices are likely to get well below 
today’s levels in the reconversion 
era. Both companies reported earn- 


ings which show a moderate declin 
for the first quarter of 1944 in com. 
parison with the first quarter 0 
1943 and in the case of United State 
Steel—any further shrinkage in com 
mon earnings will probably mean 
reduction or passing of the common 
dividend. 

Some consideration here mighi 
well be given to adjustment in you 
holdings from the standpoint of ta 
advantage. You could for exampk 
take a profit of about $2000 on your 
100 shares of Bethlehem and a low 
of about $3660 on say 60 shares o! 
United States Steel. This would 
make the net loss approximate; 
$1600 of which $1000 could be ap 
plied to income and thus reduce 
this year’s income tax to that exten! 
while the remainder could be carried 
forward to next year on the same 
basis or applied to offset other capital 
gains you might have, on the a 
sumption that the laws as effectiv 
in 1943 will not be substantial 
changed in this respect. And 0 
course, such change is likely to bring 
about some degree of balance in you 
total holdings. | 


Line Material Co. 


“IT shall appreciate any informatio 
you can give me with respect to Lin 
Material Co. common stock.’—P.C.A. 


New York City. 


Line Material Co. and its subsidi 
aries manufacture electric transmis 
sion and distribution equipment, i? 
cluding insulator pins, brackets and 
braces for pole transmission lines 
as well as fibre conduit and related 
articles for underground lines, and 
other construction specialties. Othe 
products are switches, fuses, outdoo! 
fuse cutouts, potheads, street light 
ing fixtures, transformers, lightning 
arrestors, and high tension equip 
ment. 

The stock sold recently on_ the 
New York Curb at 141%, which } 
equivalent to about 9.7 times the 
1943 earnings of $1.49 per share 
Earnings of $1.27 per share were re 
ported for the six months ended 

(Continued on page 160) 
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Nash-Kelvinator 





(Continued from page 151) 


war business ahead in automobiles, 
refrigerators and household appli- 
ances such as electric ranges and 
heaters in addition to a_ possible 
future stake in the aircraft field. 
The refrigerator division in the past 
did about 15% of total industry 
business. 

With its large backlog of cash, the 
company has considerable advantage 
over most independent automobile 
companies. Net working capital 
about equals that of Packard and 
substantially exceeds that of Stu- 
debaker and the smaller independ- 
ents. In short, Nash-Kelvinator is 
well heeled; besides it is second to 
none in “know-how.” 

One indication that the manage- 
ment is “on its toes” is recent an- 
nouncement by President Mason of 
anew dealer franchise, embodying 
desirable innovations which should 
seatly strengthen future dealer re- 
laionships. The new Nash _fran- 
chise is designed also to prevent 
over-expansion of the retail or- 
ganization during the prosperous 
period ahead. Vice-President Doss, 
in charge of Nash sales, estimates 
that there will be a sellers market 
in automobiles for about three years 
after the war, with sales levelling off 
thereafter. He anticipates total in- 
dustry sales of some 25 to 30 million 
cars during the post-war cycle. 

Nash will concentrate post-war car 
distribution on 1500 dealers strategi- 
cally located in major market areas; 
amual sales during the immediate 
post-reconversion period are sched- 
wled at thrice 1941 volume in terms 
of units sold. A strong national ad- 
vertising campaign is planned, most 
aggressive program in Nash history. 
The company seems to be “all set” 
lor a period of post-war activity 
which should yield fair profits and 
permit a more liberal dividend pol- 
icy than in the recent past. 
Considering the unimpressive 
earnings record over the last decade 
or so, the current market price of 
154, with a price-earnings ratio of 
about 15, appears to have adequately 
discounted for the time being the 
opportunities ahead; however, pos- 
ibility for further market enchance- 
ment of the stock cannot be denied 
a post-war potentials unfold. Well 
¢trenched in important consumer 
durable goods fields, there is prom- 
se that the company may attain a 
permanently higher earnings base 
in post-war years, despite competi- 
live cross-currents which admittedly 
may become strong once the great 
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4,300,000 JOBS 
TO DO TODAY 


These are busy days for 
everybody in the telephone 
business. About 4,300,000 
Toll and Long Distance 
messages go over the lines 
in the average business day. 
(That’s in addition to more 


than 100,000,000 daily 


local conversations. ) 


BELL 


TELEPHONE 






Most of these millions of 
messages go through all 
right but sometimes the 
Long Distance lines to war- 
busy centers get crowded. 
Then the Long Distance 
operator may ask your help 
by saying — *‘Please limit 


your call to 5 minutes.” 





post-war buying rush is over. ‘The 
latter however provides a unique 
opportunity for further solid en- 
trenchment and three-way, possibly 
four-way diversification should help 
stabilize results over the longer term. 

The company’s financial position 
and back record is fully covered in 
the appended tables requiring no 
further elaboration. As can be seen, 
total valuation of the enterprise is 
not unduly large in relation to as- 
sets; if it were not for the poor back 
record, it would probably be higher. 


&/ & 
SYSTEM § SEA) 
Current assets per share come to 


about $19.—and cash assets alone 
to $8.42, clearly illustrating the com- 
pany’s strong and liquid financial 
position. 

The stock of course is speculative 
but in the writer’s opinion has above 
average promise of satisfactory post- 
war results. 











Remember— 
Waste paper is ammunition 
Save it! 
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$176 Per Capita in Currency 





(Continued from page 145) 


exceeded that in bank debits. On 
a monthly basis, with seasonal ad- 
justment, the peak to date in the 
latter was seen last April at a level 
145 per cent above the average of 
1939. In that same month the cur- 
rency circulation was 204 per cent 
above the 1939 average. It appears 
that for October, the volume of bank 
debits will be slightly lower than it 
was last April, while the increase in 
currency since 1939 has become 232 
per cent. 

The unusual volume of currency 
represented by bills of large denomi- 
nation has suggested to some ob- 
servers a considerable amount of 
hoarding but there is no way of even 
guessing as to what this may amount 
.to. Of course, hoarding of currency 
as a rainy day “safety first’ measure 
doesn’t make sense because as far 
ahead as can be foreseen, Govern- 
ment bonds are just as “safe” as 
dollars, and vice versa, and—unlike 
the currency in the safety deposit 
boxes or under the mattresses—the 
bonds yield an income return. 

Hoarding dictated by ignorant 
fears, however, is probably more in 
“regular” money than in bills of 
$100 to $1,000, or higher denomina- 
tion. Use of the latter no doubt in 
many instances is to finance sizable 
business transactions in which there 
is a black market or tax-avoidance 
angle; and also in other instances to 
conceal capital assets. Generally 
speaking, the opportunities for tax- 
avoidance are greatest among small 
proprietors in the trade and service 
fields, and also in the professions. 
What is uncovered by occasional 
prosecutions can hardly do more 
than scratch the surface of the wide 
field of such violations. 

Probably more of the war-time 
increase in currency circulation will 
be permanent than was the case af- 
ter the last war. We will have a 
higher economic base—possibly far 
higher—and a larger population 
than before the war, both making 
for increased legitimate use of cur- 
rency. We will also have very stiff 
tax rates for years to come, and 
persons not above cheating in their 
war-time tax payments will not be 
made honest by peace. 

Among bankers the expectation is 
that the post-war decline in currency 
may be somewhere between $5,000,- 
000,000 and $10,000,000,000. De- 
ducted from the present figure, that 
would leave from $7,000,000,000 to 
$12,000,000,000 more currency than 
the average of 1939. But the present 
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huge amount may meanwhile be 
further increased. 





Rail Equipment 





(Continued from page 141) 


world, while the train is under way. 
The air brake companies, of which 
Westinghouse Air Brake and New 
York Air Brake are the principal 
representatives, have not had the 
very severe fluctuations in earnings 
characteristic of the car and locomo- 
tive companies. There is always a 
fair amount of business for them and 
both stocks have attained a degree of 
investment standing. Much in the 
same position is American Brake 
Shoe which has had a long period of 
good income. 

The parts companies should share 
in the expected big business in cars 
and locomotives in the post-war 
years. American Steel Foundries 
makes castings, wheels and _ac- 
cessories for cars and locomotives, 
in addition to being an important 
supplier of other industries. It ap- 
pears to be one of the best in this 
group. General Railway Signal has 
good possibilities, as a general over- 
hauling of railroad signal and des- 
patch systems is expected after the 
war. Superheater Co. makes equip- 
ment for locomotives, and also sup- 
plies other industries; its past 
earnings record was fairly good and 
its future outlook for income has 
promise. Youngstown Steel Door 
had an up and down record in past 
years, with changes from large in- 
come to small, but the indicated 
demand for steel doors for freight 
cars should point to a sustained pe- 
riod of good results. 

One of the strong companies in 
this field is General American Trans- 
portation Corp. Its earnings and 
dividend record places the company 
in first position in the equipment 
group. It builds and rents railroad 
tank and refrigeration cars, and this 
business has every indication of 
great future activity. Activities are 
widely diversified and include pro- 
duction of motor buses, and after 
the war, the company plans to en- 
gineer, manufacture and sell a large 
variety of processing machinery and 
equipment for use in the petroleum, 
chemical, food, distilling, paper and 
other industries. 

Union Tank Car Co. has had a 
long record of good earnings and 
dividends. It is mostly engaged in 
operating tank cars for the trans- 
portation of petroleum. Future out- 
look is not too secure, however, as 
the emergency construction of pipe 
lines during the war may take away 





some of the business when the ena. 
mous demand for oil from Mid-Con. 
tinent to the Atlantic Seaboard end; 
after Germany is crushed. During 
the past year, hundreds of millions 
of gallons of gasoline have been 
shipped from Atlantic ports t 
Europe for war use and even all 
of the pipe line and tank car facili. 
ties have not carried enough to sat. 
isfy this need and heavy domestic 
requirements. 

While common stocks are under 
comment here, one preferred might 
be looked at, being General Steel 
Castings $6 preferred. The common 
stock of this company is practicall 
ail ownd by American Locomotive, 
Baldwin Locomotive and American 
Steel Foundries, and a few indivi. 
duals. Company’s main customers 
are the locomotive and car manu 
facturing companies. Operating def. 
cits were shown in many years of 
the 1930s, or else income was not 
enough to cover preferred dividends. 
Preferred dividend arrears amout to 
$60 a share, though $6 payments 
were resumed in the last quarter of 
1941. In the four years 1940-43, 
inclusive, the company earned a total 
of $€g9 a share on the preferred 
While 1944 results have been falling 
far below preceding years, a total 
of over $10 a share is indicated on 
the preferred. With over $245 a 
share in net assets back of the pre 
ferred and over $gi a share in net 
current assets, it is believed that 
something may be done in the next 
year towards clearing up the divi 
dend arrears on the preferred, pos 
sibly through recapitalization. 

Midvale Co., as a maker of armor 
plate, is thought of mostly as a war 
stock. It had a good earnings record 
before the war, making parts for 
locomotives, castings used in other 
industries, rolled steel products, 
stainless and alloy steels etc. It may 
have interesting post-war possibili 
ties. Baldwin Locomotive owns 61% 
of the stock. 

Eventually, it is believed that all 
railroad passenger cars will be air: 
conditioned. Safety Car Heating & 
Lighting is engaged in the manufac 
ture and installation of such equip 
ment as well as lighting and heat 
ing equipment used in railroad cars. 

There are a number of more spec 
ulative stocks in the railroad equip- 
ment field which have possibilities 
of market appreciation if the prom 
ised great volume in the _post-wal 
era. E. G. Budd Manufacturing 
may be among the most interesting 
of those in the lower-price range. 
It had many years of deficits or small 
earnings, and only the $1.31 a share 
earned in 1943 could be considered 
good in its record of the past fil 
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wen years. The cqmpany expects 
that railroads will buy large quan- 
tities Of its stainless steel cars. It 
may have a return of good demand 
for steel bodies for automobiles. 

ACF-Brill Motors has specialized 
in making street railway cars and 
equipment, also motor coaches and 
parts. Recent years have been fairly 
prosperous. The future demand for 
its products is still undefined. 

Symington-Gould makes couplers 
and other equipment for railroad 
cars and locomotives. Past earnings 
have been fair and its future outlook 
js not without promise. 

Pressed Steel Car has had five 
years of good earnings. Its previous 
record was unsatisfactory. Post-war 
possibilities point to two or three 
years Of good business in making 
freight and passenger cars. 

Poor & Co. makes railroad track 
supplies, and has branches in a num- 
ber of foreign countries. It has av- 
eraged better than $1 a share net 
on its “B” stock in the past eight 
years, and this issue may have spec- 
ulative appeal if post-war export 
and domestic business come up to 
expectations. 





Around the World 
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of our own dollar. For almost six 
months, the dollar has been rising 
in the world’s markets. Conversely, 
gold and silver have been on the de- 
cline in marked contrast with the 
trend prevailing since 1940. The 
same applies to other international 
inflation hedges such as precious 
stones and objets d'art, once highly 
coveted as a vehicle for conservation 
of capital in a world filled with dire 
uncertainty. The trend now is defi- 
nitely reversed. Gold in the open 
market in Bombay dropped from 
$63 per ounce last May to $50.62 in 
October; in the Egyptian market, 
the decline was even more _pro- 
nounced. Black markets the world 
over, once hotbeds of gold specula- 
tion, disclose the same trend. Inter- 
national silver markets have turned 
weak with former frantic activity su- 
perseded by marked dwindling of in- 
terest. Speculators everywhere again 
prefer dollars to metal. 

If any further proof of dollar su- 
premacy among the world’s curren- 
cies were needed, read the text of the 
armistice terms granted to Finland 
and Roumania by the United Na- 
tions. In these articles, payment of 
reparations to Soviet Russia is stipu- 
lated in terms of dollars, not rubles, 
or Finnish marks, or Roumanian 
NOVEMBER 
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leis. Soviet armistice terms to Bul- 
garia are likely to contain similar 
stipulations. And, interestingly, the 
recent Russian agreement with In- 
ternational Nickel Co., whereby the 
former country takes over that com- 
pany’s famous nickel mines at Pet- 
samo, Finland, provides for payment 
of twenty million US dollars for the 
property. The US dollar, again uni- 
versally trusted and respected, has 
become a true world currency. 





Political and Economic 
Dynamite in $100 Billion 
War Surpluses 
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is in plants costing less than $1,000,- 
ooo and about 14 per cent in plants 
costing from $25,000 to $100,000. Ii 
is especially with the arranging and 
financing of deals for the purchase 
and conversion of the latter that the 
Smaller War Plants Corporation is 
concerned. However, it also has 
hopeful plans, thus far decidedly in 
an exploratory stage, for assisting in 
obtaining civilian utilization of 
many medium-size plants by convert- 
ing them into community manufac- 
turing centers or “department store 
factories.” Basically, the idea is divi- 
sion of such plants into multiple 
rental units, the Government to re- 
tain title. 

Estimates of the total size of the 
Government’s aggregate of surpluses 
—measured by original cost—vary 
widely. Some are as high as $100,- 
000,000,000. Government agencies 
have refrained from any guess. Per- 
haps the estimate of $50,000,000,000 
contained in the Baruch-Hancock 
report carries more authority than 
any other. Estimates of the saleable 
surpluses, also measured in terms of 
cost to the Government which is far 
from the same thing as recoverable 
value, also vary considerably. 

One — semi-official opinion, on 
which the accompanying bar graph 
is based, is that saleable plants may 
approximate $6,000,000,000 out of 
total of about $15,000,000,000; that 
merchantable stores of Army-Navy 
finished goods suitable for civilian 
uses should approximate $4,000,000,- 
ooo (equivalent to about 6 per cent 
of estimated total 1944 retail trade 
volume); that surplus war inven- 
tories in manufacturing hands might 
bring $3,000,000,000; and that stock- 
piled Government raw materials 
might yield $1,000,000,000. 

As said before, such estimates, or 
guesses, vary widely. A Congression- 
al sub-committee on surplus war 
property ventured the opinion that, 
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exclusive of war plants, saleable 
stocks of materials and _ finished 
goods might exceed $14,000,000,000 
This finding, with a breakdown by 
types of property, is carried in one 
of the accompanying tabulations. 

To sum up, surplus disposal is a 
problem of many political and eco- 
nomic facets—not at all “solved” by 
the present law, likely to remain en- 
meshed in politics for a long time to 
come, capable of importantly affect- 
ing future development patterns in 
various major industries, having a 
bearing on the regional distribution 
of industrial capacity, employment 
and income payments; and quite 
sure to confront many companies in 
the affected industries with uncer- 
tainties which will complicate their 
planning for the future. It would 
seem prudent to take the last-named 
consideration under advisement in 
making investment selections—par- 
ticularly in cases, such as aluminum, 
magnesium and copper, where sur- 
plus plants or stocks loom especially 
large as a potential “disturbing” 
factor. 

In the policy making for, and the 
administration of, surplus disposal. 
the number of fingers in the “pie” 
is something to behold: Congress, 
the Surplus Property Board, the De. 
fense Plant Corporation, the Smaller 
War Plants Corporation, the Treas 
ury, the Army-Navy Munitions 
Board, the War Food Administra- 
tion, the National Housing Agency, 
the Department of Justice—and 
probably a few more that the writer 
does not know about. The general 
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and overlapping objectives are: to 
favor, in the distribution, govern- 
mental agencies or institutions, small 
business, veterans and farmers; to 
guard against promoting ‘“‘monop- 
oly”; to protect price levels; to pre- 
vent speculation and profiteering. It 
is a tall order. For instance, there 
is nothing in the law, as it stands— 
and it is hard to see how it could be 
put into any practicable law—to pre- 
vent any small buyer of surplus prop- 
erty of any kind from reselling it 
to other buyers, regardless of how 
“big” they might be. 
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earnings on the preferred have av- 
eraged nearly $20 a share annually. 
The $6 rate was paid even in years 
when it was not earned. Current 
price is still well under its call price 
of 105 and yields about 6%. 

As things have been going in re- 
cent years, it looks as if Gimbel com- 
mon is on its way to get closer to or 
even may eventually pass Macy com- 
mon in market price. Earnings 
would warrant this, if they can hold 
near recent levels, unless those of 
Macy take a new spurt. In the first 
six months of the present fiscal year, 
Gimbel has had larger earnings 
than in the same period of the pre- 
vious one, with indications that it 
will again show above $3 a share for 
the year to January 31, 1945, before 
special reserves. There are possibili- 
ties for a small increase in Macy in- 
come for this year, also, but it seems 
probable that the per share income 
will not exceed that of Gimbel. In 
net asset values, Gimbel has a higher 
figure than Macy common. Gimbel 
can be expected to increase its com- 
mon dividend further, if earnings 
are up to indications. In the post- 
war period, it is believed that while 
regular income taxes will hold at a 
high rate, excess profits taxes are 
likely to be sharply reduced and be- 
fore very long to be eliminated. This 
would especially benefit Gimbel, as 
it paid $9,900,000 in excess profits 
taxes alone in the 1944 fiscal year. 

The position of Macy common is 
not unfavorable from the longer pull 
point of view. It is indicated that 
the company’s earnings should be 
able to cover the $1.60 dividend rate, 
and that means a yield of over 5°% 
on the stock at present prices. Only 
a third of the authorized preferred 
stock was issued and it may be that 
more will be distributed to common 
shareholders in the future, or that 
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they may get valuable subscription 
rights to additional preferred. What 
is indicated is not that Macy com- 
mon is not desirable, but that Gim- 
bel has been much more “up and 
coming” over a period of several 
years and that there are indications 
that this may continue. 
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Investment Planning Factor 
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literally have no place to go ex- 
cept into Federal bonds. 

Even those who are doubtful of 
any appreciable rise in interest rates 
over the next several years will not 
go so far, of course, as to hold that 
present rates are frozen for all time. 
Somewhere there must be a limit to 
what can be done with the modern 
legerdemain of managed money and 
central bank manipulation. More 
than a decade of deficit financing 
at low interest rates is no proof that 
it can go on forever without an 
inflation of prices and much higher 
interest rates. But no one knows 
where the limit is, with respect to 
debt level or in point of time. 

On this subject there has been a 
great deal of “viewing with alarm,” 
much of it going all the way back 
to 1933. Premature fears, of course, 
may eventually prove to have been 
justified; it is merely contended here 
that any extreme inflation view is 
still probably premature by a mat- 
ter of years and hence does not 
warrant any present or nearby con- 
cern over prices of high grade bonds. 

In Government management of 
the money market, there are still 
both unused powers and leeway for 
innovations. For example, there is 
already a split system of interest 
rates on Government obligations. 
There is a rate of 2.9 per cent on 
non-negotiable savings bonds with 
6o days’ redeemability—bonds which 
banks and other institutions are not 
permitted to buy—whereas equally 
riskless obligations offered banks 
carry rates far lower. To encourage 
refunding of these savings bonds into 
longer term issues, it might be feas- 
ible to offer a rate somewhat better 
than 2.9 per cent on the new bonds. 
What is involved is a fairly moderate 
portion of the total debt. The point 
of significance, already demonstrat- 
ed, is that it is possible to fix differ- 
ent levels of interest rates on dif- 
ferent portions of the debt, quite 
aside from differing maturities. Car- 
rying this idea further, it would be 
possible to set higher rates for sav- 
ings capital from any source than 


for obligations of similar matugit 
sold to commercial banks. 

But the trouble with 
proach from this direction—that \ 
making Federal bonds more attrac 
tive on a net yield basis—is that j 
would raise total interest costs pro. 
portionately. The Treasury doesn' 
want to do that. But it is equalh 
reluctant to venture further and 
further into bank credit inflation, 
This is a real dilemma. To keep 
its horns from being all the sharper, 
a large portion of the bank hold. 
ings have been confined to short 
term paper, virtually as liquid 4 
cash in the till. 
because of the liquidity. The Treas 
ury likes it because this is the cheap 
est of all cheap money. 

It has been generally taken for 
granted that some day much of this 
short-term debt would be funded 
into long-term bonds, but there i 
real cause for wonder as to when 
that might be. On any conceivabk 
level of interest rates, the boost in 
carrying cost would be very painful 
to the Treasury. As the present tem: 
porization with short-term paper ij 


liked by all directly concerned, it iff 


likely to stay with us for a_ long 
time and to experience further ex 
pansion in volume. 

Some of the economists most pos 
itive in their predictions of higher 


any ap. y 


The banks like ifRp0 


hctuatic 


tion Oo 
the la: 


interest rates to come probably overg. 


emphasize technicalities such as the 
volume of excess bank reserves, the 
decline in the reserve ratio from 
above go in 1942 to less than 55 re 
cently, and the threat of a markeé 
contraction in our credit base due 


to a possibly large outward movef 


ment of gold after the war. Thougl 
it is perhaps a misnomer to list the 


latter as a technicality, there arf 


technical ways of coping with it 
It is quite possible, for that mat 
ter, that the post-war contraction il 
our currency circulation may equ 
or exceed the outward movement 0! 
gold, thus cancelling it out as a fac 
tor making for credit strain. 
Here are some of the things tha 


could be done in behalf of continu 


ing cheap money if the monetary ati 


Nevert 
ssible 
laid 


e given 


thorities conclude action along suc, 


lines is necessary or desirable:  (!| 
reserve requirements could be 

duced; (2) Federal Reserve bank 
notes, requiring no gold cover, coull 


be substituted for outstanding Fe(f 


eral Reserve notes with their ¢ 


per cent requirement; (3) open malg 


ket operations by the Federal Re 
serve Banks, a most convenient wa! 
of flooding the market with infl 
tionary money, could be expandet 
much further; (4)-the sterilized golt 
held in the Stabilization Fund coul 


cturers 
lectric, 
ational 


THE MAGAZINE OF WALL STREEQCVYEM 





desterilized; (5) monetization of 
profit accumulated on_ silver 
ny ap yniorage; (6) more aggressive pur- 
that jase Of silver, with maximum 
attra.onetization; (7) tightening of the 
that jrious Reserve Board and SEC con- 
ts pro.fls over the capital market to _as- 
doesn’ fre the Government first call with- 
equallpt unwanted competition — for 
er andspnds. 
flation{£ven without using all of these 
Oo keep wices, it was recently calculated 
harper the Guaranty Trust Company 
< holdffat a reserve base could be pro- 
shored for an additional expansion 
uid aff $206 billions in commercial bank 
like igposits. This would much more 
Treafn double existing total deposits 
{is probably far in excess of any 
ure needs for credit. 
en {og Whatever the long-run dangers of 
r continuing monetary inflation, 
would be pointless to under- 
here pe the control powers of the 
. whengmoney managers.’” Certainly for 
eivabkg goodly time to come they seem 
post ine Position to do just about what 
painfulfeey wish with interest rates. That 
ing so, you'll just as well buy some 
aper igre War bonds in the drive which 
gil soon open. A bond which 
a long eds 2.9 per cent if held to ma- 
rity, Which is not subject to market 
ictuation and which gives you the 
tion of a short-term redemption, 
the last word in satety. 


la Lugity 


cheap. 
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ef) in the case of a company plan- 

ing to enter the field after the war, 

hether in distribution or in manu- 

re argcture of equipment, one is all the 

ith iffore on a guesswork basis in at- 

aigupting to imagine the relative im- 

rion ingettance of such business in the pos- 
equi ble total of sales and earnings. 

Nevertheless, some guidance is 

a facSible and some general rules can 

‘laid down. Consideration must 

given to managerial ability and 

#sourcefulness, as demonstrated by 

€ past record, and to financial 

tength. Again, the larger and more 

Wersified the company—and_ the 

its stock capitalization—the 

‘8 is the chance that its stake in 

foods can significantly in- 

ease over-all volume and _ profits. 

For example, in an accompanying 

fle of distributors and manufac- 


lectric, American Radiator, Inter- 
ational Harvester and Westing- 
buse Electric. For none of these 
it likely that future volume in 
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frozen foods equipment will be of 
major relative importance. It can 
only be an added—and perhaps quite 
secondary — investment considera- 
tion. 

Smaller than these and with prob- 
ably greater relative potentials in 
frozen foods equipment are such 
companies as Borg Warner, Aviation 
Corporation, Nash-Kelvinator and 
Philco. The writer would eliminate 
Aviation Corporation. Its poten- 
tials in the contemplated new lines 
of consumer durable goods are neces- 
sarily quite conjectural, and seem 
outweighed by the uncertain post- 
war prospects of its much larger in- 
terests in aviation and shipbuilding. 
Of the other three, Borg Warne 
rates highest in over-all investment 
status, Philco next and the low-price 
Nash-Kelvinator last as an “‘interest- 
ing” speculation. In previous issues 
of The Magazine of Wall Street, 
special analyses of Borg Warner and 
of Philco have been presented, and 
and analysis of Nash-Kelvinator will 
be found elsewhere in the present 
issue. They are “good” companies 
with able and resourceful manage- 
ments—outstandingly so, as judged 
by the performance record, in the 
case of Borg Warner and Philco. 
But while the apparent potentials 
for them in frozen foods equipment 
are relatively greater than for the 
larger companies mentioned above, 
still they seem to the writer to be 
on the moderate side. 

That leaves for consideration: 
Carrier Corporation, Crosley Cor- 
poration, Liquid Carbonic, Motor 
Products and Savage Arms. Let us 
begin with eliminations, frankly 
acknowledging that injustice may 
quite possibly be done because for 
any company the possible future 
relative potentials in frozen foods 
equipment are conjectural and sta- 
tistical analysis can not possibly sup- 
ply more than very partial answers. 

The writer would eliminate Car- 
rier from the choices. Although it 
has been a pioneer in air-condition- 
ing and refrigeration, its peace-time 
record of accomplishment — (see 
table) was not at all impressive. I 
would eliminate Savage Arms as 
overly speculative. Should its con- 
sumer durable goods lines, including 
frozen foods equipment, “click,” it 
might possibly prove a_ profitable 
speculation, but the field is intense 
ly competitive and this company has 
a far from brilliant competitive rec- 
ord. 

The best speculative-investment 
choice, I think, would be a com- 
pany with an otherwise favorable 
prospect, a demonstrated “edge” in 
making frozen foods equipment and 
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a small capitalization. That makes 
it relatively simple to take, among 
the remaining three, Motor Products 
over either Crosley or Liquid Car- 
bonic. The latter two may do well, 
but Crosley’s potentials both in reg- 
ular lines and in new frozen foods 
equipment seem more conjectural 
than those of Motor Products; while 
Liquid Carbonic has a steadier past 
earnings record than Motor Prod- 
ucts, but more uncertain potentials 
in frozen foods equipment. 

Motor Products has substantially 
the smallest capitalization of these 
three, consisting only of 390,254 
shares of stock. Comparing with re- 
cent market price around 21, book 
value is $19.45 per share and net 
current assets amount to $11.36 a 
share. Total assets shown by most 
recent balance sheet were $24,406,- 
ooo, whereof net working capital was 
$5,470,000. Current ratio was 1.35, 
much below the pre-war average. 
This is a condition common among 
companies with a swollen volume of 
war work, and it is reasonable to ex- 
pect that it will be corrected as war 
contracts are settled and temporary 
bank loans—$4,000,000 in this in- 
stance—are paid off. Out of total 
current assets of $21,021,000, $11,- 
442,000 was represented by cash on 
marketable securities. 

Though subject to sharp cyclical 
swings, past earnings record has been 
reasonably good, with an average ol 
51.56 for the four pre-war years 
1936-1939, including the depression 
vear 1938. Peak earnings were $5.49 
a share in 1937 and $3.51 in 1936. 
The figure for the 1943 fiscal yean 
was $1.96, not appreciably changed 
from 1942. For the year ended last 
June go, it was $2.87, with sales 
($51,931,000) about double those of 
the previous year. The current $1 
dividend rate yields 4.76 per cent. 
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It was stated earlier in this article 
that out of some 25,000 freezer-cab- 
inets made, according to trade esti- 
mates, up to the time output was 
suspended, the Deepfreeze division 
of Motor Products accounted for the 
major share. That is an under- 
statement. The reported share was 
about 15,000 units or 60 per cent. 
It is, of course, not to be expected 
that any such percentage can be 
maintained as other strong com- 
panies get in the swim. Neverthe- 
less, Motor Products seems to have 
an edge. 

This is one of the companies in 
which the late Jules S. Bache, a 
notably successful financier, main- 
tained a large, long-term stock in- 
vestment and of which he was an 
influential director. That stock in- 
terest is believed to have remained 
intact, Mr. Bache’s place on the di- 
rectorate having been taken by his 
grandson-in-law Clifford Michel. 
Sources familiar with this situation 
report the management as having 
hopes that profits from the Deep- 
freeze division will in time exceed 
those from automobile accessories. 

Among frozen foods distributors, 
the leader by a wide margin is Gen- 
eral Foods. This company is so well 
known to investors that we may 
properly forego detailed analysis. 
Record of sales growth has been ex- 
cellent. A notably strong financial 
position has always been maintained, 
and the long demonstrated ability of 
the management is above question. 
{n common with the whole _pack- 
aged food field, long-term tendencies 
have been toward lower unit profit 
margins, with higher sales required 
to maintain satisfactory earnings. 
Net averaged $2.44 a share in the 
pre-war years 1936-1939, $2.58 for 
the years 1940-1942, and was $2.42 
last year. Latest interim reports sug- 
gest probability of moderately low- 
er earnings this year than last. The 
current dividend rate is $1.60, 
against average of $2.03 for 1936- 
1942, and yields only about 3.85 per 
cent at recent market price of 41%. 
Even if all of war-time sales volume 
were retained, which is doubtful, 
there could not be pronounced gain 
in earnings unless and until Federal 
taxes are reduced. Though the com- 
pany’s future potentials in frozen 
foods are believed definitely promis- 
ing, profit prospects are not equally 
assured and appear fairly generously 
discounted by the present price of 
the stock. 

The second largest factor now in 
frozen foods distribution is Stokely 
Bros. & Company, whose recently 
adopted new name is Stokely-Van 
Camp. It has shown a substantial 


long-term sales expansion, but the 
peace-time earnings record has been 
only fair, averaging 30 cents a share 
for 1936-1939. Around recent price 
of 11, it is much higher than Gen- 
eral Foods in ratio to pre-war earn- 
ings, much cheaper in ratio to pres- 
ent earning power, which recently 
was reported to have been $2.87 a 
common share for the fiscal year 
ended last May 31, against $1.45 the 
previous year. Financial position ap- 
pears adequate. A 10 per cent stock 
dividend has been paid this year, but 
no cash dividends. The low price of 
the stock is indicative of its specu- 
lative status. With demonstrated 
large leverage in earnings swings, it 
is speculatively more “interesting” 
than General Foods but not at all 
comparable in investment status. 

Various well known food proces- 
sors and distributors, among listed 
companies, are reported planning to 
go into quick-frozen foods in future. 
They include Armour, California 
Packing, Hygrade Food Products, 
Libby, McNeil & Libby, Standard 
Brands and Swift. Statistics on tnaem 
will be found in the accompanying 
table. Starting late, it would take 
them time to build up a strong posi- 
tion. In relation to present volume 
and earnings, their potentials in 
frozen foods—at least for a long time 
to come—are probably on the mod- 
erate side and are also necessarily 
conjectural. 
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diverse electronic equipment. Earn- 
ings were irregular and unimpres- 
sive prior to war stimulation and no 
dividend has so far been paid on 
the stock. 

Ken-Rad Tube and Lamp Cor. 
poration is a fairly small enterprise 
making incandescent lamps and 
electronic tubes under General 
Electric and Radio Corporation pat- 
ents. Past earnings were irregular 
but business has at times been quite 
profitable, with dividends paid fre- 
quently. 

Cornell-Dubilier is a specialist in 
devices with various electrical ap- 
plications, including — electronics. 
Earnings have been good over the 
past three years but debenture debt 
has been incurred to increase work- 
ing capital. 

Sperry Corporation, well-known 
instrument maker, has developed 
unusual electronic products such as 
the “gyrocompass” for ships and the 
“gyropilot” for aircraft. Company is 
known for its great variety of in- 


struments, many or most of the 
with electronic application. 
post-war interest in electronic ho 
appliances. 

Sylvania Electric Products Co, 
the second largest maker of ra 
tubes but incandescent lamps 4 
fluorescent lamps normally accouy 
for over half of sales. This is 
growing concern of medium size ay 
the stock has semi-investment qu 
ity. Electronic interest centers 4 
manufacture of cathode ray a 
other electronic tubes and their | 
dustrial and household applicatio 

Weston Electrical Instrume 
Corporation is a seasoned compay 
making hundreds of types of ek 
trical measuring instruments ap 


testing apparatus, many with ele! 


tronic applications. Also mak 
photo-electric equipment and rad] 
apparatus. The stock is of go 
medium grade. 

Minneapolis-Honeywell is prim 
ily a manufacturer of heat cont 
devices and industrial cortrol equij 
ment but is now making electron 
equipment for aircraft and oth 
applications. Company intends 
broaden its interest in the electron 
field. Stock is of semi-investme 
grade with good post-war prospec 

Companies like Acme Wire, Ame 
ican Bosch, General _ Precisid 
Equipment and Sparks-Withingio 
are newcomers in .the electroni 
field proper though American Bos 
and Sparks-Withington have be 
making radio sets and television 
ceivers for some time. Their pr 
pective interest in other electron 
devices has been touched up 
before. Stromberg-Carlson and E 
erson Radio are prominent man 
facturers of radio and _ televisid 
equipment; Tung-Sol Lamp Wor 
is one of the smaller manufacture 
of electronic tubes. The statistic 
record of these and all other col 
panies mentioned appears in | 
accompanying table and should | 
consulted jointly with the gener 
text of this article when consideril 
electronic stocks for speculative ! 
vestment. 

While the “craze” for electrot 
stocks has noticeably lessened ov 
the months past, price reaction fr0 
their 1943 highs has been moder 
and the majority presently hov 
closely around their 1944 tops, ! 
dicative of fairly good resistance | 
market pressure. Some, especial 
those with a none too impressi! 
pre-war record, still sell at moder 
price-earnings ratios, stressing the 
speculative character, though the 
are exceptions such as Raytheon ai 
Farnsworth, selling at fifteen ai 
eighteen times earnings, respective 
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25% Profit 


Another illustration of how our 
analysts uncover special situations 
among market leaders for the bene- 
fit of Forecast subscribers. 


North American Aviation recom. 
mended at 9...now sells in the 11- 
12 range. Our subscribers have the 
assurance of knowing. that we will 
advise when to take profits. 

















s 3,500 8 
“of Tex Pac C & Oil 3,500 18% 
ore Graham Paige.. 3,200 6 
nts an 
ith el 

mak 
1d. radi 


of £00 


prima 
contr 
1 equil 
ectron 
d othe 
ends 
ectron 
restmefor this guidance, you can turn to The Forecast with 
rospelf onfidence now and over the important months ahead. 
e, Ame 
recisid 
hingto 
ctronig 
n Bos 
ve bee 
ision 
‘ir pra 
ectron 
1 up 
nd 
| man 
levisio 
» Wor 
acture 
atistic 
er col 
in | 
ould | 
gener 


cial situations . . . in potential leaders. 


Buy on weakness .. . 


and know what action to take. 


The Forecast's Outstanding Record 
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wo years ago ... with a background of 27 years ser- 
ree .. . is guiding more and more investors throughout 
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l. Its almost 1500% increase in clientele. You would 
be a member, as far as we can ascertain, of the 
fastest growing security advisory service in the 
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want to serve you so you will make The Forecast 
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N OW—vhile the market is sifting and grading the various securities in the light 
of the revised war outlook, you should carefully adjust your position—with a view 
to making advantageous new commitments in selected low-priced stocks . . 


. in spe- 


sell on strength has always proved a successful investment 
policy. But it is important that you hold favored stocks in approved industries . . . 


. . through defi- 


nite market counsel and special selection of securi- 


3. [ts outstanding record of results . 

ties . . . in varying types of markets. 
As a Forecast subscriber, you are never in doubt as to 
your maiket position. All commitments made on our 
recommendations are kept under our continuous super- 
. . you are advised what and when to buy and 
when to sell in specialized programs fitted to your 
capital, wishes and objectives. 
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In contrast, Zenith and Philco, both 
with a fairly successful pre-war rec- 
ord, sell only at about twelve times 
1943 net. Radio Corporation, sell- 
ing about 20 times 1943 net, looks 
definitely overpriced and is an ex- 
pensive “low-priced” stock. On the 
whole, it looks as if post-war 
potentials in most cases have been 
adequately discounted pricewise, in 
some cases definitely overdiscounted. 
In relation to pre-war earnings, Haz- 
eltine, Minneapolis-Honeywell and 
Sylvania Electric are in relatively 
best price position; if anything, this 
feature is enhanced by their promis- 
ing post-war prospects. 





Leverage Potentials in a 
Broadened Post-War 
Economy 
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preferred arrears which have now 
been reduced to $4.50 per share, 
common dividends are not yet in 
sight. Earnings on the common, how- 
ever, rose from 43c in 1939 to $1.42 
last year on a gain in gross operating 
income of only 23% and despite a 
sizable tax increase, amounting to 
roughly 75c per share. Past earn- 
ings, while small, showed large per- 
centage fluctuations, indicative of 
the leverage factor present. 

Maytag Co. presents a similar situ- 
ation with small and fluctuating pre- 
war earnings, and heavy senior capi- 
talization whose stated value is more 
than double that of the common. 
Company’s war-time record has been 
unfavorable, partly due to technical 
reasons but also because of excep- 
tionally heavy tax charges resulting 
from an unfavorable tax base. In 
spite of the unimpressive record, 
company finances have been soundly 
maintained and with excellent busi- 
ness ahead after reconversion (which 
the company has already begun), 
post-war earnings in what looks. like 
a temporary sellers market should 
fully reflect the leverage inherent in 
the company’s capitalization. How- 
ever, this prospect is largely discount- 
ed by the high price-earnings ratio 
though further appreciation of the 
common may well materialize on 
prospective good post-war results. 
This is a typical leverage situation, 
highly speculative but promising, 
and any future market reaction may 
bring the stock within buying range 
for those who are willing to take the 
risk. Previous high was 211% in 1936 
when net per share was $1.03. 

The leverage factor is pronounced 
in National Supply Co., with stated 
value of the senior capitalization al- 
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most three times that of the common 
stock. As a result, common shares 
earnings increased from 68c in 1939 
to $2.48 last year on a sales gain of 
about 175% and in the face of 1943 
tax charges of $17 million against 
$284,000 in 1939. The tremendous 
leverage potentials arising from fu- 
ture tax relief are obvious and post- 
war sales prospects for some years are 
held promising. 

The record of Jones & Laughlin 
reflects the double leverage inherent 
in heavy senior capitalization and 
high operating overhead generally 
typical of the steel industry. The 
common is conservatively priced in 
relation to current earnings but there 
are elements of uncertainty in the 
industry outlook. Leverage of un- 
usually heavy overhead makes earn- 
ings fluctuate widely, even though 
the company’s paypoint has been im- 
proved by lowering primary produc- 
tion costs and raising the proportion 
of higher priced products in total 
output. On fairly good post-war vol- 
ume, earning power should be well 
sustained. 

The leading packers, Armour Co. 
and Wilson Co., are of course out- 
standing examples of top-heavy capi- 
talization; the effect of expanding 
volume is readily apparent when 
comparing prewar average net with 
1943 per share income. The common 
stocks of both are radical specula- 
tions as plainly indicated by the ex- 
tremely low price-earnings ratios. In 
view of the uncertain longer term 
outlook, appreciation potentials ap- 
pear limited. Only promise of high 
volume of business over a sustained 
period could conceivably carry the 
stock markedly higher. 

United Drug holds substantial cap- 
ital leverage with senior obligations 
of some $30 million comparing with 
common stock valuation of only $7 
million. As a result, per share earn- 
ings rose from 7gc in 1939 to $1.76 
last year on a gain in sales of only 
50% during the period and despite 
sharply higher tax liabilities. 

Leverage of heavy selling and over- 
head costs normally magnifies profit 
fluctuations of Remington Rand, in 
relation to sales. Good post-war 
business prospects should produce 
very satisfactory per share earnings. 
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6/30/44, aS compared with $0.67 
per share in the six months ended 
6/30/43. In 1933, the company re 
ported a deficit of 10¢ per share (ad- 





justed to present outstanding shares) 
in every year since 1933, substantial 
earnings have been reported. In the 
eleven years 1933-1943 inclusive, 
average earnings have been $1.58 per 
share. 

Asset value per share on June 30, 
1944 was $16.30, while net curren 
assets per share were $10.22. 

The company’s products are thoy 
required by electric public  utilit 
companies in the maintenance and 
extension of their service, and may 
be expected to be in continuous de. 
mand. On the basis of the company’ 
record and financial condition, we 
consider the stock reasonably at 
tractive at current prices. 
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of plans, discounting China’s pari 
in the great Far Eastern offensive to 
come. Such a decision would not sur 
prise. We now have every assw- 
ance that the final show-down fighi 
against Nippon can be carried by 
the Navy to the very heart of the 
enemy and that difficult and large 
scale military operations in Central 
China and Burma, as well as irksome 
and involved diplomatic maneuver: 
ing in Chungking, can be dispensed 
with. 

Chungking may drop into the 
background and eventually will be 
forced into progressive liberalization 
of its regime, if ever it hopes to as 
sume control of a liberated China 
The latter, we may be sure, has no 
other course than to side with us and 
accept our guidance and aid. In this 
sense, our policy in China, while 
presently disappointing, may vel 
bear fruit. 
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to aim at making carefully selected 
purchases only in periods of substan: 
tial market softness and give prefer 
ence to issues reasonably priced bot! 
on present earnings and longer-term 
potentials. On the latter score, th 
writer suggests the following for con- 
sideration: Atchison, Great North 
ern preferred, Union Pacific, Bont 
Stores, Motor Products, ‘Columbi: 
Broadcasting, Standard Oil of Ohio. 
Bulova Watch, Beatrice Creamer). 
Continental Oil, Container Corp? 
ration, Kimberly-Clark, Nationa 
Distillers, Schenley and Paramoun' 
—Wednesday, November 8. 
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W hat steps are 
you taking to 
protect your 


investments? 


F you own a substantial invest- 

ment portfolio you are facing 

e. a difficult management. prob- 
lem in the coming twelve months. War and 
peace negotiations abroad plus politics and 
reconversion at home may affect every 
security you hold, either favorably or 
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HE most logical safeguard for your investments from the inroads of foreign 
and domestic uncertainties lies in the daily supervision of a trained and ex- 
perienced staff of market and security analysts. 


The individual investor has neither the time, facilities nor training to gather and 
interpret current news, statistics, and information which must be considered if his 
account is to be managed safely and profitably. 


When you need legal advice you consult your lawyer. If you plan to build you 
call in an architect. In matters of health you send for your physician. Yet so many 
investors attempt to handle their investments single-handed when it is a task re- 
quiring specialized professional knowledge, research and experience. 


Now, in the closing phases of 1944, is a strategic time to sell any unfavorable hold- 
ings and to plan a sound investment program for 1945. 
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How To clean a conscience. 


One of the biggest jobs of the C & ( 


p’s cleaning his conscience, as well as 

his furnace. He’s doing his job as 

a patriotic American. He knows that just 
a thin film of soot in the furnace cuts 
heating efficiency greatly. And today, it’s 


vital to conserve coal. 


This is not because less coal is being 
produced. Millions more tons are being 
mined this year than last. Mine opera- 
tors and miners alike are doing a splendid 
job. And there are adequate rail facilities 


for hauling coal to your city. 


But, certain grades and sizes of coal 
are needed for war production. And, in 
addition, your local dealer is handi- 
capped by a shortage in manpower, 


trucks and tires. So, be patient with him. 


Little, common-sense precautions can 
make your coal pile last 10% longer— 
and cut that much off your fuel bill. 
Clean your heating system. “Winterize” 
your house with weatherstripping and 
storm windows. Close off unused rooms. 


For other suggestions see your coal dealer. 


[ 


Lines is hauling coal from the mines 
along its routes, so we're in a position tc 
understand the problem, and to knov 


how essential coal is these days. 


AS 


oi / 
Chesapeake & Ohio Lines 
CHESAPEAKE AND OHIO RAILWAY 
NICKEL PLATE ROAD 
PERE MARQUETTE RAILWAY 


Save Coal— and Serve America 








